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kiSKnowiBnG&u s i i f 
I t I t ay psfMd to eempltt* thi» tDttlt undo th« 
•bttt gutdanet of Pvoftttot Q.tl« Fctooiiiitt* F«eulty Coii«ofet» 
n^ liit bMn tosehot fttm tho lnc«f>tlon of »y «• « ttiidafit 
of OswBoM*. Ift ipSto of hit |>t«>>oeaiv)»«tlfi»i« ht 9«vo m f^o 
llbtxty of tnefotthifnt on hit valttahit tint* tit no tt t i l 
t t t f t t of «otfc« I imt him « gttst fttbt of f ta l f^dt fot Hitheut 
hit Qfifaillng mm^^ thit woifc ^U havt mt ti^tsftd in «ht prtttnt 
fow* 
I m ^ m fysttfUl to t>y «<Aittgtttt« H.ft* Bihtyi tiid 
Mr. fiitt who htvt thtttd ny tttet^n^ Isai^ tfi daring ^ t eourtt 
of thit tnquify. Ky thgnkt t » » tlto dtit to ay ftitmit ilt« Uohmmw$ 
Ali» itetujrty, m4 Uw* Ito^. Stiid* att t t t^ Seho|«r» Ftetilty of 
GoKkAVtt, fot eonteting tht typtd »tniitetipt. 
lUUKMOAH l»lll 
wmmm, 
Ofi« ef th« bMle alat of th* pxo9fft»«tvt »«)a9iiufit i t to 
ii«k« lH»teln»sM itidtoiing «n<} m ••l«->»tliaiit In t«toux«M •• 
pottlbl*. I t «ttt« at finanelfi§ i ts ijiv«top»int tna •upantlon 
ptG^ wmmm tma plough ptofiis* I t tmm tti«t tNt •fttftln^t 
of « «Nilt ttt«blt«lttd May prov|<t« fot • I*V9« Rtaturt of 
I ts Mo^ot Ixit mm m^ «ontitiKi«d etstylng of tho oKlttlfig ««]»ital 
is stil l osssntlsl. Hot* obvious Is ths nstii fot tdditionsl eapitsl 
to finano* tht txptntlon ma s^tftxTdsation pxogvMMBts of going 
oemesins end tbt <lfnrol<^«nt of niw «nttx)?flsti. tvsii ttiin i t is s 
isgitiwatf objeotivo of finaneitl aanagsBtnt to sttain sol^suffioisncy 
in rosounot* 
In this eonntotion» tht foasio liiaitations of • loss 
dovsioptdl seonoiy should ]»s k«f>t in «ifid« At oarly itagss of 
indiiitiriat dsvtlopnsnt ptocoas of saving mi Invtstmsnt is 
disint«9>ats<l. Businsss appsasrs as • Osfieit Unit in ths nationsl 
secounting ma tftawi funds Ixm othsy Suipiut Units in ths seonOKy* 
I t is only ths industirlal dsvslopaant vtaehss an advanesd stags 
t}»«t ^ ftifietlone tf »«vlng md tmrtsttiitiit mm •gain lfit«9irAt«^« 
In thli feaekgw^t ^ eottoft t « « t t l * ifiduatvy Iwtiid 
th« otda«t gfid latgaat alnglt ovganltad Indttttff In lndl«e it^uld 
hav* attatnad 6tlf*«ufficteney« Sut th* tnduatty t i at tha iioiaant 
tnvo l^ In a stiu^git Its mndvaU St ta ptaalng thcougH a 
Cittleal at«§e« Th« ejt^siii bet daapenad to aueih «n aitant that 
cotton taxtila Rsllla out of 668 atlllt hava baan eloaed 4<tm» tMa 
aecmmta fot %hmt Million iip|n<llai and aboyt looaa tihleh 
iiuva baan mdaftd Id2«* Fimfioir* (kia to thftlt elosut* ttora than 
ttorkavi hsva baeott« tmae l^oyad and tha losa In tamt of 
pfoductlon pay day ecia#» to about iO lalth »atttt of oloth*^ 
tha pxatent eviolai howmetf 1$ not of faeant otlsln. Many 
cotton Milla ««3ra Itetplng tlneo tho aatly tisrtlat* €otton ^vtsga 
dalayad and Inadaquata amvala of totals eotton» sialng 
€oita, aovata coi^ttition, datcttotatlof flnanolal position mA 
«ao.«ld, OtttMsodad and «otn out aai^naiy axt wmg faotora 
^at hava ratatdad the growth of tha Industty* ttoat of tha allla 
ara xvsming Into loaaaa ffalnty on soo^t of lorn pteduetlvlty. 
Cotton IniMatyy In India could not oatoh with tha taohnologleal 
advaftcananta that htva ravolatlwlaad tha Industiy In adt^ anead 
coimtHaa. Aaaaawant of Induatxial afflelancy In tha Indian taxtllt 
Induatiy vla»a»vls tha ta^tlla Industzy of othax* eountvlaa vavaalt 
that India atanda on tha lo»aat xung of tha laddair In tha »«ttor of 
U Gupta, R.R« *Crlala of tha Indian Cotton Taxtlla MIU Imhiatry** 
A Stiway. 1968. p*M» and 
Cotton Tavtlla Bullatin, Fabzuavyt 1971. 
-CtitK 
fam pftditeUofi pw mttmt jMir y««t at mil «t yum ^toduetloo pmw 
ipifKll« hoti» m9k06, Tht tptme mta of pt^daetton of eoiivtntioA»i 
Indian «««hlntyy 10 pn tmt to 40 p99 etiit lowtr thin th* ttxtl l* 
pi«(luetn0 «eiifittl«t* In jBpm Hi* iiorfc««*6 output i t ntwrly four 
tiatt than th^t of tRf^ la*^  
tho indttttiy liat to bo iavid at oestt l>t6«uto I t pfovldM 
iipio)Mnt to tlttotl • fdlllon notkoirs ( • l l t t lo novo than on«»flfth 
of th« eoiiAtry*a S about ioxeo)t luttatna tfoiiod a hundrwl 
anolllavy Induatriot. In tht oxginlttd aoetoir* thia tfWfottfy* • 
piodoettvo capital la toi i^y ona t^anth md Ite oofittthutlon to 
national Inotwa la nota than ona»f|fth, fitit tha inauttiy la faat 
loaing Ita pxtvllagfid poaltlon* In a ataadlly ahtlAklng and kaanly 
eeapa^tlva moytd natkat mi «aafc poaltloA of hmw nafieatilRalatanea 
on tha atatua>^ WMild ptova ealMditoua ftm tha point of vl«ir of 
axporta and hona conaui^ ytlon. Thua, tha eholea ^fora tha eountty 
la oot batwaafi aoilatn Induatty and old fa«hlonad lnduftt¥y« but althat 
aiodasn Induatiry oy no Industry at all« thara la no halfUway batmian 
tha*. 
In tha ultlnata analyalo aodasnlaatlon of tha Indian Gotten 
tax^la Induatiy la Inatdtabla for Ita «iifv|val» In tha a!»»anea of 
ttodamlaatlon tha oonaaqoant elosura of » l l l a will craata Matt 
unai^lopiant whleh will prodiioa aK»ra aatlotta tapareuaalona than tha 
i i m I I lattanohaant that alght laault through nodamlaatlon undar a 
2. iHdt p. 57« 
phaMf) pf099r«ni** But nodttnltatlim fkt«lt tugt ftfiiiiei«l v«soot««»* 
I t i t ••tliittad thtt «ti« fiod«iii|i«tlon In Hia ttek ftlUt ftlwie dyttng 
to h*c} about St, SS o m t f . fit* m%iU 
fttxnl^ httf toy tht » i l l « tfidleatt ^ t «l»«iit 63 pw etnt th» ttsouteot 
mx* avill«l>l« intotntlly ithllo for tli* mnatnltig 30 eoiit tho 
• i l l t to on outtldo agfnoiof* For tht fourth Hm fw Plm 
tho «iirv«y of tlw ToKtilo Goiiatti^oii«r*f Offteo^ tuvotlo that 
ropoxtlng aitllt h«vo f^ rogreiiRtd tor • liodoainloatloii SnvtatMfiit of 
tihtmt 69 eiotofi* Tho omiual evorogo prograw* tlw* fnetoaiid 
to !}«« 18 otorooft ttm tHo provious lovol of rtt* 13 exottt* fho t>att«if} 
of MtisAeiflg tito pr0f>06ad oi^ ^MHll^ rtt on fBoaomloatlon Indleattt ^ s t 
tho lotofnal toaouicot havo fallao drastleally to about 31 por eont 
frOK tha lavtl of atsout 62 par e«nt for tha oarlf ar parlotf 196SU66 
to Contaquantlyy gtoatar rolianeo wlit havo to l>t plto«<S on 
axtamal loureot of t^ nmea* 
this la, hoitwart tn>teal to Indl»i oontfittoma* Uta eone^t 
of MNlazniaatloii la QonoraUV »tt«tad to attat>llohad oeneami, cutxing 
tht touraa of a ttteetaa^l operation ovar « parlod of ytar«» I t i t 
praaumad that o«eh f|i» In tht teditotry ihould htvt mtmmUUA rtaoureta 
to attt Ita rt{}ulr«Mnta to finanot tah«Mlltstlen» ra^rganltatlOAt 
aiqpanalon or WKlamiaatliMt* fiiittinal finanet of aueh a diawalon for 
eottflii tasrtlla Induatty la aialnly dut to laportant faetort. In 
tha firat Inatanea, <jurlng tha ptrlotf of 100 ytara of thair aidatanot* 
cotton taxtlla • I l ia could not kaap paot with tha tachnolOQleal davtlofnianta 
1« Cotton TtxUlt ftillttin laauad fay tha Taxtllo Cowlaalonar* a Offlet, 
Bombay, Sapt«aiba* 1969, pp. t to XV. 
thfi havt taiciii pltte* in atlvanectf eoiiAtrt«t« COfiMqiiintlyt i t Is 
difficult to iBMt out of ltd MsouteM tilt h«svy eett lfwolv«d In tt)« 
»i|»l«e«iint of aXitost all out of dat« and ol>tol«t« eaehln«e|f« 
Ag«|n» thm i t alto lack of forttigfettdnttt Ifi tht MtnigiMtnt 
of i ^ t . Tht plonttrt of this oldttt Induttiry wtft tlM Mtntgltia Agintt* 
Ifittoad of utlng inttmal tavingt for txptnticnt of tlit units 
divtrtifltti thtix' Ittvtttiitnts In tht ottabllttintfit of ntw Indtttttltt. 
In this ntimtr «lillt tht cotton ttxtila Indiistjry can olaiM to bo tiit 
pxoBOttr of othtr Industslot In tndlat but fallod to lotsln funds for 
Its own txpanslon «id dovtlopnwit* Tht industry Is, ^ ^ f o r t » ftoor 
today not btcaust of poor eatnlnfs In the past* lut on aceoimt of lii|>t«ptr 
•ana9tmtnt of Its futids end extra-ttrrltorlal loyaltlts of tht ttins9lt>9 
agsney systtn* 
tht problan of tht Industry today Is to antss stvlnsst n^cH 
Is not posslbit imitss I t Inertssts Its profitability* fiut tht ttxnlng 
eapaclty of tht Industry cut not Inprovt wlthmit «odtxnlsatl<m« This 
hss ortattd a vieloua cirelt and constqutnt staonatlon of tht ftoifth 
proetas of tht Industry* How this sptll Is to bt broktn so that tht 
Industry »ay start aansrating rtsourcts for Its oiwi dtvt l^tnt oonstltutts 
l^t ttsjor problaai of this study* 
m^ <?p, m pqvmT 
Tht study aialnly dtals with tht pHnclpIt of auto-flninct and 
Its «»pilcstion In tht amtgaatnt of tamln^s of cotton tt)itlIo Industry. 
Tht basic conclusions dxmm hatrt bwm ai§eu»»mi In tht background of 
- ( x l l ) . 
fleeio»*eon6»te polletM folloivad by ^ t Gov«snotftt» In etht» 
tht ntin putpot* of tids study i « t « dUMmstrat* th» wiy« «fid ettn* 
thxoiigh nftiieh ttit tmin f t of cotton toxtllo indu«t»y e«ei t>« utttf for 
its own dovtlopawit and In tutn to oontrlbuto tovazds tht te«mo«te 
•oolal advan6«ittnt of the countty. to attain tht ob^tetlvt* tht study 
tayt down htotd polleitt fot tht iiitAa9i»«nt of tstfilngt tnd th^r 
Intti^^ftlattonthtp «ftth tho fttetl «nd nonttsty poUeItt followtd by 
tht CN^ vtxMBtnttt 
A e<M^at«tivt s ^ y of tht tffict«ney of tht Inaustty htt bttn 
nadt to undtrtint tht nttd lot SKKltfiitaation* Thvou t^oiit tht study* 
on ittanpt hat bttn «adt to tvtivt tt oonelutlont with tht htl|> 
of tetmoaile »t»sonln9, «qptxi«tiet dtvlvi^ txm cotton tiartllt induttty 
both at hcait and abfoid and fton tht lestont of teononie history, tht 
batlo pxlneiplts of auto-finanet and pollelts of nana^Mtnt havt bttn 
critically analystd in rtlatlon to tht tptelal conditions prtvalling 
In tht cotton ttxtllt industry of India* Tht laipaet t f f t seal policy 
on Iht KinagaaMnt of tamlngt has bttn txanlntd. I t I t obstzvtd 
thst thtir lntt»-rtlstlonship has slgnificanct In rtvltaltxintj tht 
proctss of «ito«ftoanct In tht cotton ttxtllt Industry* 
For puxpost of clost scfutlny, tht ptrlod gtntrally kapt In 
vltKT Is tht last dtctdt though I t hat not bttn strictly followtd In 
tvtvy Instanct* A longtr ptrlod has« ^tvtfortt bttn takao Into 
c<ifitl<t«r«tion tn €«ft«in «••§# U ttu^y ^ t t»«fi^i In th« Mttotieal 
Clii|ptt|wI»i^ teli <St«lft with thi hittofletl ^ |>t»$ffit 
l^tltiim of thf inftottiy^ htghll^tt mm* I t « t«po«ttfit pseblmt*^ 
St i»oln%§ «i}t tliat iht Intkittry I * eonlvonttd with ebvonle thotti^* 
eottofi alinonial lne»t«tt in tts pxle«t* In atfyinead «efm«itlt§ 
tht pio<}uetl«n ttchnlquat hava baan altogathtr molutlonltca iiy aawit 
ef leotftfn siaditnat* tn contrast, tndlan eottm ttx%tl« ntllt « »• tU l l 
tiszfilng on the old taelMlqua ««tt}i tha raauit tiiat th« pxodu«tivlty liai 
4aelinc(l antf tha f^fofitabtlity of tha In^atvy haa alao mdiad e low 
lanral* I t la alio ohtar^ ad that tha Induatry haa laid m f a^phatia on 
impanalon irathty ^an on aodamtaatton* Chaf»ttf^SI« ^aMforat asanlftta 
tha poaatblUty of oodaxnlaation. I t la netat) has* that In iioat of tho 
Indian tavtlla ialllt» tha saehlnoiir in uat ia vaty oia» oytaodad* 
obaoUta lAd wotn out lAilch In tufii ata tha aialn vaatont for i»oo» ^ l l t y » 
low prodiiotivlty» Ineraatad eoat and oonaa^ant high sailing prleas* 
Tha naad of tha tins iat thar«fort« to vahaHlitata tha Indian taxtil* 
indDftry through • ipaady $>rocasi of nodamioation* But ^a ttodamiastlon* 
•van In i^asaa laplloa haavy f|nanel#l eoMiltiant. in Ch«ptar»III» tha 
finanolal faqutra»anta for Modamlaatlon hgv* haan dlaeuasad* t t haa 
baan astSmatad. that for eeaplota sodfinlaatlon of tht Indlah eotton 
taxtila IndMatryt tha taquirad avpanditiira shall ht roughly In tha rang* 
of Hu 1*000 - i«300 ororaa. diffleultlts haing antlflpatad In 
yttltlns iftttsnal rteouycMt « eofitldtjrabl* fxtrliofi af th« t«ciuiM»tnt» 
wiil hav* to cm9 fton t«si»»l«Rdlng iftatl^tlonst ooMi«tetal b«inkt 
and otbtx Oii^tty SVt thtt*f0»«« Manints ^ t ftetl^cm 
of th« eipltel Mdir|E*t and «(pl«9ft pesttHllty of ^ttmtlris eapltst 
f tw aginct«a. tYi* Qn«ly»t» r«ir«Ql9 tbtt fh* lefioytant f|t}anel|| 
Iftttituiiont of Ifi^ta Uk«« t\m Xndutttlftl finmt* Coipoiitiont th» 
llASt Tiutt df tfMl*md ttit Iitaf«t«itl c«¥»lopiitnt Binki t»m «}i#t* 
long ttm lomt can fct iai^ «et«id lor isodtxnlftatloii aye giving eom^^aratlvaly 
•ott eonaidtrattofi to tht naatft of nm in^tfy|<i6 Ilk* «hi»ieitl«, 
Motal pieductt, liactiliitry aaraifae^tt• ala^tylcalt »i(di tnglfiiNirlnO 
•quliwafit «• thay affotd baitar ptcailaa far iutiffa davalqpiMNit* Kariea* 
t t baa baan fait that the cotton tavtlla Industsy ahoutd ataa aiako Ita 
owt affotta for •^Isaai i»otatb|« aatrii^ a and plaitfh thaai feaek In 
yaaat¥aa to ^aad Ita psoeaaa of asodaaenlaatlon. ?o what antant tha 
tfitihtatry em aeewmlata ajst^ nga dai^ aiida up&n tha eoat and iNnraraia atmotutt 
of tha Induatiy* Ihia aipaot In ralatlon to tlia Cotton Tairtlla Indtiatty 
foma tha aQhiaet sattar of Oiiptat- V« Tha a ^ y ahema that tha Induatsy 
ean not aectmiiata aavlnga without lapnyi^ ng Ita pxoflta^llty whieh In 
titxn dapanda upon Ita productivity. I t thua aatablliliaa that aut^flnanoa 
•nd nodaxniaatloft are lnto»»r«Satad and intaitodapandant ^etlona* But 
aavlnga In tha feualnaaa dapand upon aavaral o^ar factors which hava ba^ 
atatad In Oiaptar VS« |n thia haokgaowtd tha financial poltey purauad 
fcy ^ cotton tarllla Induatry haa haan dla^aaad In Chaptar VXX. Tha 
ftndlnga of thIa Cliaptat ahow that tha |ndu*tffy ooyld not aecwulata 
adaquata finanoaa on account of high rataa of taxaa, at«l»|a dlvldand 
policy anfi Invaatatant of funds outalda tha bualnaat. In tha light of 
thit study* tt i t tema nM«ttafy to tteoMitntf • •taM* pulley 
tnt«»i«l tfivir^t in to tnhme* th« Minllfig Atitllty ma tli« 
Itituaro ss¥lfi@ «i|>««tty of th* Indottfy* ttw eoacludln^ ehipttt-Vtttt 
Uy§ eoneMtt pro|>oialt thfough tti* llAiAetal 
policy cToiiltf l^mk thteiiSh th« vieUut Td i^tttlA litt • f f ^ t 
of lifiinel«l mnagflMAt to toaeh tho •t«9* of aoto-ftnaiKio ftatdy 
litt I>t0ii «ou9Ht ^toogh fiscal tfiotnttvti* lilneo tits policy 
of ^ s cotton tsktllt Ifidiistvy cm ii«t bs vsty mch 4itf§»mt iwom 
that of ottwr IfKHist^osi I t is sii9g«st«iJ hstt that tho cotton toxtllt 
l«ii$istty SII0UI4 N ^sclsirad a priority Industty widst tha tfidlan InceiM 
tax Lctf and tax conCtsHorta ba also 0lvan to Hia IndttStsy to Induct 
aaalgaiiiatlofi so that vrtidc«r m^ tinaconoKleal imlta tlliiliiatad* 
Caiq»«nlaa can ^ao ^ Induead to rataln pzoflta by oxaiip i^isr ^ pc»tloii 
of plough back profits itm tsxaa* lliasa aaasBtas tegothav td^ tho 
aupply of f ^ s ftett tha ^aclallsad finmclal Instlttttlciis and tha 
pf^aad Cotton Taxtllo Sohtbllltatlon Cotporatlonf I t Is eoncltidad^ 
would ^c«|ar«ta tha pact of davolopnint* Tt«it» tlia thaals naintelna 
that tha xola of aut».fin«aea for aodaxfilsatlon of Cotton taxtllo Industiy 
should bt 9lvan dua conaldaratlon In tha financial aiao«g«Miit of fonda« 
"OOOOO" 
KM STR\ICFUF^ OF OONOTI TEKTILS NS^SFNT 
in xieiA 
1Im» imim Cotton Ttxtilt In6»stsy Is n)or» th«n a etn^ty oltl 
«nJoyttf t pivotal position in tlis seonoAle dtv«lopttsnt of 
India* In tatas of both Kseldnt eipaieitir and f>i«duetion» It occupios 
ths sseoRd position In ths worlds Itting Rant only to that of tha 
Tlw Steond mwU flat gyaatly halpad its pyofiMtt* Afttr 
• U»pot»tf sat t>a(Bk tn 1947^  dita to tha psx'tltion of tha «(itint«y» 
ths Indiistirjf hat wttnasssd sttfiy eh^ss In its strntairo* 
Tbs Cotton Taiftils Inmatry plays a strstagle rola In tha 
«Qiintty*6 accmoitfc dovalopiwnt* It not only provttfas asployMmit to 
ona still Ion noirttsYt constituting i ^ t <ms siyth of workars in 
all tl)a fafitorias of ths cotmtryt but also supports a atMsh largar 
o 
mnibar of mxkw angagad In allltd lndiistHas» tradas and oecupatlons* 
Btsldss thiSf tnoiwous saployaant potsntlsl is avsllabla In dlstrltutlng 
agsneiss and othsY Intayasdiafy industylas« such as proossslngt 
I* National Productivity Q)uncil» **Cotton Tt»tila Industry in U.$*A««Jap«n, 
iV.Garfftafiy and Franco". 
Rsport of tha Indian Productivity Ta«i, Dae»l960« p.ST, 
2. Podar* R«A« *lndian Cotton Mill Industry. Nations Praadar Enterpris»-
Ksnpur* 1969* p«l4. 
PMtting and ginning, htft()»loc» end powt»»l.o<N»t and iKtll tealt and 
eottag* induatr&ta* h larqa nunlMit of paraont art alto angagtd In 
s^faeturlns Ifirt^ f^it tueh at ttxtiU etmsiealti ttxil lt asehintry 
and tta aeetstorias. to thtat ffisy bt addtd Inmaatroiia lafeouftra 
•aaoelattd t» tht cotton cttltlvattcn* Vkh Induatzy atao ptovldta 
tBsployRtant opportunltlaa to tli«iet tnge^td in tfee astt of output t»oth 
whoittalt and rttali* 
Tht in<jtiiatry h«a a glorioiia rtootd of foitlgn tradt. It la 
tht third la>9*at fortign tsehMigt tamti' lot tN» country. I t oema 
through ita ta|>ortt of eottont cotton stl l waattf cott«Hti yaiti> cotton 
fabvlea and cotton nanufacturasi the Much nttdtd foipaign tachanst of 
m f than UST^ niilion niptta ptt annuffi«^  Tht Induatvy titxtsugh Ita 
pi«gytafilf^ tffotta aavta annual fottl^n tsnshangt of BNHrt than 50 ailllion 
xupttt hy laaking tht itposta of cotton yayn «nd cotton fala«iea unntcoas/sry 
2 
andt thaa, rightly rank a at tht prtattr induatry of India. But ita 
ahart in tht total Mq»ort taxninga haa batn attadily ahiinking for 
aoiat ytara aa It hat l»0tn gradually loaing ground in ttw Mghly eo^ptti* 
tiva inttmational narlitta* For tl^ la trtrm conflicting vitwa art hold 
ranging froo high coat to lack of c^ality eonsciousnaaa on tha part of 
Indian ttxtllt namfaeturtra. 
Tht induatxy la now fecod with mltlfarioua proMwnt* Thtrt 
la a chronic ahortagt of cotton and eonat(|utnt riat in ita prlct 
aoiittlKea pltxolng through tht atatutory ctiUnga» high pricta of 
aiachlntry and apatta* ahortagt and high coat of powtrt intfficitnt 
1* Podar« R.A. "Indian Cotton Mill Induati^ KItlon Prtiiitr Enttrprlat, 
op«cit«vp*16« 
2. Ibid* p. 17 
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•aintwRanett low preduet&vity of leboitrt sotftzfuntnt i^olleUt with 
v^gt^A to pzwjKiction and piiet eontvolsy ttm ifiervMlno «CMfi«tltlon 
(tm i»ix«f!l siMt ntfMisdo ftbr* fcbylcti i l fvt lc^nt of tul>«tltiit*t 
spteltlly iyhthttto proeiuott* im i^imiamf of ctplttl* IneirtMlng eott 
of pvoduetlon and high Incl4ane« of tiitttlon pairtlcul«rly of oiieito 
Mwi of tho lii|>ott«nt faetort ratanlitN} Its gjrowth* Today th» 
eriata hat davalopod to mcti an axtant that ao«a than 10 cant 
e o t ^ ollla hava bawi eloaad dwMi laalttns «iUlon aplndlaa and 
30t€00 looaa eoaplataly idla and mofkara Joblaaa aa wall aa 
dally pioduetion loaa of 10 liAch awttaa of elofh,^ 
Howavavt thava axa soma »adeat»tn9 faatiitaa. A ahalfatad hona 
eaxkat ptotaotad eosplataly ftoia coapatition firon tnpojrta and tha 
riaing daitand tcofs tha Inoyaaaln^ population! battar puftiha^ng powaar 
dua to liaparovint atandaxd of living anaufta Ita fututa pfoapaeta* But 
atapping up inpjrovad and aeonoadeal pfoduetion for ai^ott tfid hcma 
eonaiiii|}tlon i«qult« attantlon tcwaxda propair lahabllitatlon and rationa-
liaatlon of tha Indttatyy* For a elaar undaratanding of tha naad for 
rationallaation* i t la fait naeaaaary to tavlaw tha ptogyaaa of tha 
induatvy at dlffarant atagaa of ita davalOFnant* 
PmumB AWD pmmcm OF TOH corm v^mtM ^npufirov. 
Tha purpoaa of tha praaant hlttorleal zaauna la to highlight tha 
«hiaf faaturaa and praaant ptoblana of tha Induatiy* 
Tha Taxtlla Induatvy eonprlalng tha taictlla allla on tha ona hand 
1« GtxpU, *Crtaia of tha Indian cotton Taxtlla Mill Snduattyl A 
Sutvay p«M. 
tfid tht lerg«ly dlsptrtcd handloons and power looas on tht othvr 
et«t th« elotMng rtt^NistAtt 0I ecumtjey ^nd, in aiSditiimt ttm* 
fo» tl»» eountsr »ubfttntl«l mwunt ©f foMign tlec^»ntt thwwgh tiiport 
of cloth* Mhllv th« handloeat hav« h§m in ttm eountxy trm tUit 
tfflSMOfialt ttm tfsttil* ntlll induttyy tttrfttf only in Urn ••((Ofid httf 
of tht nlRttwmtli etntuzy and tht powtrlooas esat tvtn luttr* Tht 
first tOKtilt Mill In tht c ^ t i y wtt ttt^bllthtd In Bojetety In 18S4 
with SOtOOO i^lndlts* Thtrt wat a rapid Inertttt In tht iai»fet» of 
tplnditt and hy thtrt wtt* ovtr 190 adlli with ahout 90 laklw' 
tpindltt and 40»000 loosia*^ By tht tmamemmt of ttit Flirst world «rar» 
tht nunbtr of ^jlndltt and loom Inatalttd in tfit a i l l Ind^atty wat 
^•97 lakht and 94 tiKiiiianda xeiptotivtly* Thi ltttexMiat> ptirlod 
witnositd t l^nhsr tupantlon and by 1939 the iq»lndltt had Inoztattd 
to ovtr 10 allllona and loont to ovtr 7 lakha« ^During tht Steond 
fforld War, tht tsipantlon wat aleoat nt^llflblt. Pioduotlon In tht 
I 
nlll Induatry during tht war iMirlod wta alnoat I4tlly gtartd to tht 
tupply of cloth for Otftnet Stivletst thtrthy ertatln^ §e(^t for tht 
dtetntrallttd atetort partloitlarly tht handlo(»a» to eattr to tht 
nttda of tht civilian public In tht country* Hith tht tdvtnt of tht 
planning trt In 1991» tht policy hat bttn to fix production targttt 
•fttr taielng Into account tht nttd for supporting villagt «nd tttall 
Induttrita* m tht ttrt i lt Induatryt tht handlooit atctor figtirtt 
proiilRtntly In tht allocation of plan tar«ttt for cloth production* 
Tht ovtrtll policy in fiiting tht producti<»> prograRtit hat b«tn ^ovtmtd 
Ptartt Amo» St Ditton Xnduttry of IfH)ia» Taylor Gartwt Svmt i Co* 
Ltd»i England* p*9 
2* Ibid, p.9 
hY th* |»rlneipl«t oft 
1# fvitxvatlon of fphtr** of pvoduetl«nt 
fton-oxpafttlott of tht e^paeity of tht itrg^te«lt tf^fttiyi 
3* injpofltlon of a ettt on tha trnggt^ mnU induttf/f 
4. jurxangonant for supply of xtm aitttlslti and 
eo»ovdlfiatlon foi vataayeht tnttningt •te* 
Ilia tasgats flK«d[« thax«foi«» liiultaii tha asipaiitiofi of tho will 
•actor and amphatlt had t>aan Mainly on tha atapping up of pioduetion 
III tha daetntr«li»«d sa«tort prtnaslly tha liandloom»« to ttiit tha 
iM x^aasad dacand for elottt on memnt of tha inerasaa both population 
and In tha par eapita eonstjaq^ tlon eould ba isot l»y tha daetnttallaad aaetor* 
Inatallatlen of additional loons in tlwiiiil induatry «aa oonflnad to 
tha axtant found neeataary for pfo^etlon of «pailty fat>ri«« for oxport* 
Aftar psrtitlont tha tmltmt of Mlla l « f t In S^la w«a 396 witti I0»07 
ailllion mpHMU* and ovar 1*93 lakh loons.^ ?h* ffonrtti of ttm Induatry 
•Inea la glvm In Tahla • ! « 
T m i » I 
^ wm pf wmmmm. ^ , 
(aplndlaa In lallliont* loona in l^ha) 
YEAR 
OOMPOSITG MtUS SPlNNtllQ Mills tWJU^  
SPINDLES 
TOTAL 
LOOKS Iftmtwra Splndlaa tooa» iniabar eplttdltt 
1948 266 8.S0 1*93 ee 1.57 10.07 1.93 
275 9.16 1.95 103 1.94 1I«00 1.95 
m e 291 10*19 2.03 121 1.06 12.05 2.03 
19^ 1 m 10.61 1.99 192 3.06 13.67 1.99 
1966 292 11.76 2.09 283 4.36 16.12 2.09 
1970 290 12.20 2.06 366 9.46 17.66 2.08 
SOUBCEi Indian Taxtlla Bullatln, itauad isy oMca of tha Taxtila 
^iiigaal^na|,Boaibay,Jan.mi,p#3 and tha Econoalc Tl«aa, 
Govlli KtU Cottw In^atry of India- Proipaeta and Datroapaeta* 
Hind iCltab, mrntovf^  1969* p,16 
Tli» ttbit Indt6at«» « inmtt* tn tht nuiibtr 
of (9)lrsntng idl l t whott nimlMir In 197| tfietedSfd by> mim thim imit 
tloit tgm tht 1940 ltv«l« But in c«tt of eosBpOfttt* ttlli« tiow fogular 
inettMt I* wltfWtttd only upte 1956« Thtlr ftunbtr iv«nt donn tn 1961 
and «fttr a tUght In^ ro^ rtra^ nt In 1966, tht ninabtr a^aln <j«ex««wd In 
1970 end 1971» Stollar Is th* iy«nd In e«t« of 8f>tndl«t and lofi«i8» 
Nhllt th§»» htf l»t«n about 73 eont Ineiraato in i^lndlQVi ttMnr* Hit 
lp]r«etleally b««n no im9*» f In loom tine* 1948* Th« Inditstry w»i 
allowtd to «}q;>«nd on th« i|)lnnln9 iSd* to o«ttr to th* tv»r Qfowlng 
dtnsnds fof yt»i by tht doeontirallttd sMtof* nalnly h«)dlooiMi« 
lOCAtlOKt M M M M M H i N v M l p i M I 
isrtwn ttw induotsy w«t not amgulatad ttndot any up^eitie piittoin, 
tt Raturtlly i^sht i t » loeatlon In Ispottant cotton groivlng si«fi»» 
n*ar th» poittf which had tho facility itm laport of eottMl wid In tht 
fomtr prinetly ttttte^ irt^ tyt aptelal ptlvllegtt and Induetnaiitt by way 
of tax ooDBtttlont and fytt land war* avallablt* Tht aplnning al l l t 
ttndtd to align thaastlvta with tht hand loona which pxovldtd a ptfoantnt 
and tlitblt aazlcat fo» tha yam pioducad* T»«is, a lai^t tm^r of 
aplnning allla aprang up In taatntlally hmdlooa aytia* All thia* 
dtvtlcpwnti reaulttd in ttglonsl lad!>«laneta In tht loeatltn of tht 
lnduat»y« At prtttnt Boahiy and Atotdabad togtthtt account for about 
60 ptr ctni of tht total letsvlng capacity of tht ttxtllt « l l l Induatty.^ 
In CdRionanct with tht ohjtetlvt of balanctd dtvalopottni of tht difftrtnt 
parta of tht eountty and tsittnalon of btntflta of teonoa^c ptogMtt to 
1« Govll* X«t.. "Cotton Induatxy of India*** «f»«elt« p^Sf 
tlw I*ti «i!f>ha»i««(i In t)w fhltd Plant Mjytonal 
lKt>aIane«9 mte tou^t to im xtetifiiKjl fcy towing mv9 tj^lndlftagt 
eil>f6ity to those st9t«s whleh «wr« baekwaxt in thl« f«tpttt» TNit, 
tow two niliion tptfKj|«a •Uetttd td tht statts for tftiing wp of 
now siptnnlii9 nlllt In th« ThlnS Htn i»ttto<l, all tlia stat«s mm 
elaflslfltif Into thrtt i»oad ftoupt eceonling to tti» mttmt of ^volopMnt 
of th* tiKtllf |ndu»txy In th«i alloeattons vrtyt ntd* to t«M 
davtsopatf ftgtona* Stita* lllta Andh»a Prafilattit Bltkaif ami Uttur Pra^ath 
wa>« givan a lasegat allot»Mt of a{>lmtlaa» whila Hadhye P*9A9*ht t:arala» 
Ofiaaat Aaatfi and ftaiaatlian m f plaftad In tha naart tata^oiy* 
ttaharai^»8» Oujvit and Madraa wtia«a tha Induatty la tioiw aoneanttatatff 
I 1 
waM allotted valatlwly aaallar numlw? of tplndlaa* 
The ttlll Induatay at praaant oonalata of 6S6 lililc of which 290 
•xa eoapoalta and 366 aplnnlng* tha praaant Inatallad eapaelty la glvan 
In Tabla-II« tha tahia elaarly ahQwa^  In ofdav of ti9po»taneat tha 
eoncantratlon of waavlng mill a In thi siataa of Maharaahlva and <SiiJa»at 
and ^pinning allla In Maharaahtrat Tandlnailu and Oijrat. Sn Cujrat and 
Hahajraahtta tha oltlaa of Ainadahad and ftonbay ara tha main eaotiraa 
aeeountlng for aora than 90 par eant of nunhar of « l l la« ^Inilaaga md 
loo»aga-> undar tha Infloanea of factota of produetlon* 
I* Oovll, K«i« *CottoR Induatry of India*, «)»»elt« p, 57. 
immih mm^ c y m y -
m 31tt DM«iA)tr» 1970) 
STATI 
HEJMB^ OP 
MILtS 
ItHRBES OF 
SrXMOLeS 
OF 
I0CM6 
99 479«684 1*376 
A«tifi a 123»040 — 
Bihar » 90*944 225 
116 a«6l9|899 42*996 
U) Mwtdtluia city 
(b) fiftft of Gttjrat 
10 
46 
3»486t984 46*277 
16*719 
208*804 978 
JiiMii inc{ KsttMlJr % 12*600 mmtm 
m 378*468 1*118 
pvatfffth n 649*937 13*063 
llaliairtt»(t»« 96 4*974*839 78*250 
f t ) Boiibay ei fy 
ih) of ttali«r«t}«t»a 
99 
37 
3*999*790 
1*019*089 
63*122 
19*128 
MyaoM 27 670*910 6*072 
Orittt 4 100*180 866 
8 1?9*174 1*300 
Ralaathan 19 344*810 3*110 
T««llnadtt 203 4*079*036 9*293 
iitUt Pradtth 34 969*044 13*464 
( « } Kafipiir titf 
(b) Raat of 
14 
ao 
922*018 
447*026 
11*306 
2*198 
Vtat ftental 46 942*094 9*899 
DalM 4 194*712 3*849 
Pondl«h»nnr 9 121*608 2*343 
10TAL iim) 696 17*937*739 208*062 
TOTAL m i (f»rovltlonal) 668 17*930*000 209*000 
SQURCet IiK}S«n TvxiUt BulUUiif ^.Mf mtf 
ceonoide TIIMS, s^ptmimx I9|19n* 
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toi|9«tltt « i l l « and t l » d«e«it«>«lis«(} trnto^ (tiatKllooa tM 
mm fetlmi in • 
I 
i n 
mmm, mMmmwf 
„ , ,.,,,, ,„ „Ji^ill*^, «itty#f),. 
tm 
CidlltcHi k9t.) mut \ 
Oaeanitaitttt^ 
Sa«to« t t i t l 
I94B 3»949 I f lM S,100 
1950 911 4,269 
im 739 1,620 6,278 
I960 788 4*616 2,103 6,639 
1963 939 4,987 3,096 7,643 
1970 m 4,366 7,996 
I^ ORCEt IfHlitii TttKtll* Siilt«ttn» April* 1971, op^tH* M 
It will )>• «Mfn ttm tilt abov* fi^itttt that f«xti and eloth 
puMluetlon BttMT • <faetlfi« tn t990 f i « « 1949 l«wil thcwtd an utpwatd 
t»tnd« Tha total yam pteductlon by tha mill tn^atiy y«eo»dad • 
tt« « of Qvat 46 par e«iit tinea 1948* and eloth piroduetton bf «vt» 10 
par etntf bkit cloth preduttlon ttm MtU atetot ts atiowlng d«Mn«rai<d 
tttnd tlnet Tha t«tal eltth pvodiietion by tha dtetntvallitd 
aaetor vteoitdtd an Inettatt ot ov«r 200 pty ctnt during tht tana 
paxttd* 
In ttw First I>lv« V««t It •••UMit fbBt th$ paodttctton 
thtn txlttlng tn eonsuN»x> $ooit« in<iustti«t Ifieiudtng eatim 
gdll immftfy WM atoft or adtqitAtc to atvt th» t m f m in dmind 
•inrltagtd* Tim fai^tt for oloth piwfiietloft flind at 4t700 yanit 
let thft lAll aaetof mi IfTOO yaxSa tor tht handlooas to ht rtaehtd 
thi ofid of tiM plm partod. Th« mill saetor waa alao raqottad to 
}»xo<}t^ o u m otllion ll>a« of yam* Ifi 19SS, tht piMntng Comdaalcii 
eofittltiitMl ttw Vlllago and •asll tndiietrlta {Steomt Piva Yoar nan) 
CoiSMlttaa in oxdar to f>rf|»ax*i in tha light of tha provialon Mad* In 
ttw draft Plan fr«ia» a aohaMi for tha utillaation of tha toaoyrcaa to 
feo oantatltod for tha iptirpoaa of 4avolof»ant of thaaa Induatrloa aa an 
intaftal part of tha Sooond PIva Yoar F l ^ tha Coanittoo waa raqiiltati 
to fra»o tta aehaiat «rl«h tha objaeiliro of havEnn tha halk of tho 
ineraatad produotSon during tha r^ lan partod of Oonauaar Qooda 
in COMMMI 
daeand tmm tha villas* aaall indygtrloai prosioaalvoly tnsraaalfv 
tha a^>|oyi»nt In thaao Indiiatrioa and oxoantaing prodtietlon and 
Mxfcatlng In ^a naln on eoo^ratlvo linaa* Tha Corndttao taeaoMndad 
thatf aa far aa tha ootton toxtlla tm^atty waa oonoomade produotion 
fcy Mllla and powarloova ahould ha SInltad to tho loval altoady raaohad* 
and ^at all tho Ineraaaad danand for Gloth> tMeh tha Oowilttao 
eoaiMtad at l*?00 Million yardt ralaing tha total cloth production br 
all aoetora to 8i400 adllion yafda, ahould ha iwt ky oii^ anaion of 
handloott prodiieUan. tha tontila policy for tha Sacond Plm announcad 
in l9Mt hwtavart diatrifcittad tha oatl«atad production of IfTOO adilion 
yaida agalnat tha additional daatand awmg tha difforant aaotora aa 
I . Kaport of tha ToxUlo fnquiry CoaMlttaa* 1998. Govt* of India* 
Manavar of Pufclleatlona» Civil Unaa» OalhI* p« 43« 
fdllowtt 
t» HandlooK Ifiduttyir ftoa yam 
S* HiR(il«eM Indiiftffy igtm tmrnt duivkha 
3f tof th§ Intiraditetloii of 33»<X)0 
loeat in th« hgrMtlooa etetot 
4« mile hf Sfittoanelfig ISiOQO ctitonaiU toems 
^ptelfleitlly for •jqpost 
Dtstivt foar mhmfmnt «llo^Mfit 
TPom • 
700 
300 
doo 
390 
190 
T)w progttti of pfotectlofi both lay th* a l l l «rtdl tht handlooai 
st«tors w«a 3rtvli»«d hf ToxtUo Enqidlvy Coraltttt Cl966)i who 
ednotdtymS tbat thi tux^ot f lw^ tof t t » oxganltod m6 <loe«iit»»tiMa 
••etort thould t « pwmwi down to idllteii yaid»» 7ho evt^lt 
tat9tt flKtd in tht Third nan im cloth pfodNiettoA tsy tho toxtllo 
•lUo am) tho ilMwitvallMd Meter I t 9»300 idilion ytidt* whteh would 
gtvt on thi batlo of tht latoat f>OfHilation Hm*** « V^ tflptta 
«vatlability of |7«2 yania* THt Plan ptovidot 
(1) Ineraaaa In tha loon eapaelty of tSm Taictllo ttllla by 
SSfOOO aittMatIo looiw aiMielflcaUy to produe* quality 
falitlea for axporti mi 
( I I ) Inexaaaa In tha iplndla ft«p«elty of tht ttxt l l t adil 
Induattyt hoth ly allowino Inertatt In thi tplndltt In 
thi txltting ttlUa iitotttary to balanet tha production 
I* ftaport of tha Ttxtllt inquiry COMiltttt |99ft» tp* elt« p. 57 
- d a ) -
«<}ul|»»nt III th* <ftff«»nt fttetSons m4 hjf tie^nting mm 
iplnnifig tiiiit* In tht tftfl«r«nl psrtf 9t ttit emntwf* 
A total of thm* i^lllon t^Iniltt was coiPtred on tfilt l»atlt 
of alloe«tion« It It f«f>ort«<l that e ff«th i^pyalAal eiMte stteontly 
of tiMi actual tnstaJllattofi of apindlttt and lo<»i«t «Meli llcanttt 
|)id ba«ft gtantady tavtalad a tax^y iAiv9t*«9* A daelaton «at t)iax«fo7a« 
takWft Gavaxiimnt to allow aayginal In tha axiattfif 
^Ifinlog and ecpposlta ntl l t ly al^ Kit I f to 10 le f^ In tim ^ Iridila 
oapaeity and 10 pat cant In tha looa eii»celty* Fot tha first tl«a» 
tha aplnnln^ tinitt waxa also glvan tha «|)ttoit to isaka thenaalvaa 
eoapoatta unitii by Inatalllng not fsota than 100 loona aaeh* Thaaa 
eaaautaa a>a in^xatood to h«va haan tidcan In oxdat to Indtica tha 
Induatfy to aat up tha vaqitltad edacity with «• ttttla dalay aa 
poaathia^ taeognlalng tha Inavltabla tlna^laf tidcaa plaea hatwaan 
tha grant of lleanaaa fot naw tmita stid ttw acteal ^onalaalmln^ of 
eapaelty* 
An Ifietaaaing ap|>haaii t « ttinf laid on tha aiflting up of 
aplrniins allla In tha eo^oparatlva fold In otdar to anahla adaquata 
aitpply of yatn of propar ^al l ty at irtaaonabla psieaa to htndloona* 
So far 90 eoH>pa9atlva apittning allla with a total «^;»a6lty of about 
•iQht lakh aplndlaa hava baan lloanaad In tha diffaxant parta of tha 
country* of which fourtaan mllla with a total «apaelty of about two 
lakh aplndlaa hava Qona Into ptoduetlon,^ Tha btoad of tha 
taittUa ln(teatty» tharafdra» would bai* 
1« thaekaraayt IQMD - Indian Cotton Taxtlla Indiiat]ry» Clarldga i Ce«Ltd*« 
Bonbay» 1969* p* ST* 
- (13) . 
(1) Tffxtil* fifdfming nillsi 
(2) T«3ttilt eoi^t l t t e l l l t t MKl 
(3) Ttxtll* tpinfttfig ull lt tun on coop^n^Hm lin*t fot 
htndloott sad pomirloon wtavvft* 
One i^poirt«nt faetcKt ^wvnin^ tht tin* of ttxtti* « l l l unlit 
i t th« t eo i^c e^ailty of the unltt* tt t»ttn xteognlttd ttiot ttw 
aSnlaiss oeenoiile e^ptelty of e eoopetltt mill thmild bt 19,000 tplndlot 
m^ 300 loom* I t htt ttto boon roeo^ilttd that «hllo thie I t tho 
nlnlmiei oeononle t!io mis^x* of s^indlos •imU ov^ntually bo 
Ineioatod to S5t000 for sttalnlnn naxliRai oeonon^ *^  Por lAIlt hii^ng 
loot than thit «ipfiettyt tkpantl<m of tplnaios to toaeh thtt Itfvol 
hat alto loon f o ^ t l y tllonttf* Itmm i t alto t gtowtng onphatlt on 
tho tf^ttollatton of iutetiatle looot iMch would psoiliieo ^talt^y eloth* 
Broadly t|»oalcln9t tho pattoxn of eloth ptoduetlon ky a l l l t In 
tht eoyntty I t that* oyt of tho total pfo«Ki«tlen of about 4«500 nlUlon 
tw^rtt, eoartt cloth fomt 18 pmt eonti aodlun B 30 pot «o»tt m4im A 
41 po» oontf tful fino mi tuporfIno togothar I I po» eontf whloh I t 
^ alMoat dlvl<toddually botwoon fIno and auporflnt«^ Tht toxtllo alU 
Induttiy I t providing dl»o«t MtploytMitt to about lakhf^  of workort 
and tho total eapltal Wloyod Iff tho Indiiatvy hat boon ottlaatod to 
bt of tho oidor of Ra* ^ otomt* about 90 po» eont of whl^ would 
eonatltuto tbo not bloeb« UMI Induatty fo<|tilfot to bt xohabllltat« 
on a lar^o tealo. Thoto I t alto a pirottlftQ dtaund tor tht Induttiy 
I* Thaektrtoy KiOt Xndltfi cotton Toirtllo Xnduttty» ip.elt* p.95* 
Cotton Tosctllo Export PyOMtlon Counellg 6oHboy«»HgDd fiook of Indian 
Cotton Toxtllo Induatty* I970» p«ll 
3» Covllt K.L. "Oatton Indoatry of tndlrf*t op. c|t« p*l93* 
•cw)-
for |tittall®tt«ai of autontUe nichln»« Including looms which will 
ttw off ict of VttHuetng tho eott of ptodueiion «fid Imptmtnq 
ttm ^i^lty of foodft l»oth firon ttit point of vl«w of tht tontKHMsrt 
in t}m eountiy «nd for ttlo In competition In th« foyolan Bt«rk«ts* 
Thi working Qtmp for tho Cotton Ttsttll* Induitcy appolnttd In 1959 
tht Notional fndiiitrliil Dovtloimcnt Coii|>oratlon totlttato tht 
x«(plr<its«ntQ of tho In^etcy for tthibllltetlon caiao to tho eonolutlon 
( 
thirty for « eoaploto rtnovstlonp I t would «ost ntatif eo^ erorot 
•t t t » ihtn ptwolling Itvtl of prleo* of MBChlnory* 
pmm mnw 9f mmni^ 
agtlnst m nlllo idth 49*5 lakh splndlts ond over 4dt000 
loo«« in 1900, thtrt mf 656 nl l l « » imUsaim 390 eoitposltt ulllo 
with I74$m lakh splndloe and 2*08 lakh looos In ttw phanonsRal 
Qtowttv of tha Induatry la laifoly dua to tho Inetaaaing danaiid for 
Its product ftom the population which I® ri|>ldly Inowoalng ixtm y*or 
to ytar |fi tha country. Ilia population roae tmm 439*2 allllon In 
1961 to Million In 1967» !•«• by 16,4 par ctanl* Tha growth of 
tho Induttrr In tonaa of ndlla, aplndloa and loom art 9tvafi In 
Tal9il»-X» 
Tha tahio r«v«al« that tha nowhtr of i^lnnld? all la haa ahown 
a algnlfleant Incraaaa by about 90 par eant In « patlod of nina yaara 
fron I960* Tha inertata waa Mainly dua to the ancouragaaant glvan to 
tha daeantrallaad aaetor., SInca 1960i tha nu»btr of eoopoalta sll la 
1* Indian Taxtlla Ballatln, Xaauad by thi Offico of tha Toytlla 
CooHaalonart Doadbay, Janttary«1971, p«7* 
•da)-
]ia» tiiMlntd n»t* or !••» ct ttw tint t fw t whit* tfm tjiptiittofi 
ef h«« ontf • ^ I m t * 
Iftn mtusi* 4atty fiunbtf of woffcttt Mlniilly Miploytd In 
th* Indttsity ^Hm ttM y t i ^ ^ I960 to im Is 9lirtfi In T«bl»..IV* 
A)tmm nmm OP wmms mrnxm f€mM. mmR %mwm 
( In thOttcMitfi} 
t>EBio0 ^ M i l M ^ ^ f U r ^ ^ f y ^ 
MEN MMM IOTAL S-SHXFT IX-SKIMR ^ M 
1960 336 sr i99 416 m 93 772 
91t 93 9tl> 422 m 138 831 
1966 916 91 967 418 267 m 822 
1967 864 4? 991 404 S94 m 788 
I9«e m 49 936 400 34 139 789 
1969 866 42 908 388 943 134 760 
1970 m 40 898 mi 239 134 740 
soimcEi iNDiAH •mmm emmii, Ai)iii» 
ttMi aboim tabl* nhmtM that b»t«r««i i m m l ^ t m ttMAgth 
of lalNjiiv Mtiitlly mplofA In tlw Induttty fiuetuttotf within • natvow 
vtngo OKOfpt duting tN ytair 1965 ««htn I t fotehitf t l » Dlgb iittov mrit 
of i .3l laltht. 
?»!• tflttfliutiofi of «inlt» teeoKllno to ti|»loyKtitl position 
•• on Sltt Dtnti^ri I964t Is thoiM In th« tabl« telcw* 
U nimb»w of tmlt* et In nmmimt^  19M «• S61 
a* HutdMf of imltf lot wtil^ Inlofttottofi l « iAr«ll«M« 921 
3* Ko« of unlit ii^Ioyi»9 900 wottoro |t«i *» 146 
m* of tifiiti ioploylfig liflwMftt 901 Mid 1000 ii^liort 81 
% Ho* of tunlti OBploirinf isttwoofi 1001 mA t^mwmArnwB 116 
{io« of units offiploylng ovor 2000 workm 178 
SOURCE! T«)tt|l« Com|sflefttv*« Mrsetoty of Cotton 
ttlrtllt milSt 
flio niMiwy of tiAltf iM l^ovi^ Q aots tliaii 2«000 worlfesys eonstltutwl 
•bout 34 pot e«it of tho total ail l i t fov whioh Infotiiatlon Is ovallal4a» 
WMIo about 22 por eond aaploytd bttman IfOOl mi 2t000 woxlcotSi about 
16 pair eaiii aaployad bttntan 901 mi IgOOO and about 98 p«r 
ctRt aaploytad WOQ wovkovs or balo»* 
I t ttgy ba ftivthar Kantlonwi that about 3 pat Cant of ttio total 
fiMboy of units hod latt th^ 100 wotitav* on thtl» tolls at tha and 
of tha yoat 1964* 
Tha diattlbutlon of allla with psttloulsta of naohlna aetlvlty 
and tha labout aaployad StatOMvlaa as In Daeaikbatt 1917 Is sat out In 
-(17)-
tU 
Althoufb tht eotton ttxtll* wilU mtAtmmA 
•tl wtw Urn emntw T^I* tMt thwm IIM I^ MHI • ttfltftney 
to eoiie«fitm« imly In etirtaifi Stfttet «ts« Tasll 
lf«dUi N«ft Madhyt fi^ tdMh antf Uttair 
til* itahi»«*lstvt s%«t* havtf^ otlls Ineludtnsf 77 eo«|)0»it« 
•t i l t memmU fov sliettt 2f p«t of tht total Cf>lnd|«tgt wlitit 
OiiJr«t with l ie » lU t imlmim 9I «o«|So«tt« nll lt abiiiit 21 puw 
«*iit of total IneliiiiInQ th» tpltidltt In eoavmtit* 
alllt* tlii Taati lindii St»t« hM tplnnlns will** about 33 
f>«r etfit « f tht t«t«l 4^lfK}l«t9* tn thi ««B»tsy« 
Taall stit«» ttiwi^ h o«eiiipi«t tht to|» fmtitton in ttm 
rmUm^  of iplnnlot »l lte» liat only 8 of ^ eoig^otttt a l l l t 
wtwfta* Cuiarat aiMt M^ataalitta at« luwlfts 31 pt* ««iit and gf parcetnt 
etapaattvaly of tlia eoiapeaite allla ifi ttia eountty* 
Atout 38 pn oant of tha tot^ IOOM TN tha eountvy asa In 
llithi^ aal9(lra« Mait Ifi ovdav ara Gujvat with about 98 pat oantt Utt«r 
fYada^ and Uadhya PraiSaah aaeti ndth about # pat ma Waat Banzai 
with about«» pat oaiil* It la attit lata In TiaHI ll«eiii« wbloh la naatly 
pat «a»t« 
In tami of tha daily avati^ muribot of wotkata aetually 
aiqployad* iiah«raahtta tai^a fitat with about 30 pat fant of tha total 
HOj^ta aaployad In tha countty whila (Sujtat follows with about 33 
pat eant and Taiall Nadu with about 13 pat oant* 
•(10). 
iiraii im t}>t 4tff§ytnt Statatf th* Induttty ts 
only si • fm f^r aixwit 62 etni of tht ^ l l t * 
78 pt» e«nt of ttw i^lndlett 61 fmt e«ni of tht Imm md T9 pojr ««nt 
of ttMi worto^t In llthsffattitira Stitt Ioe«t«d In tht Oity of Bomlity 
wtdch tlto aeeeuntt for oNiiit |»tt otot of th» tol«l rmimtt of «Allt« 
p»w oofit of tht ^indlet* 38 fmw etnt of ^ lOMs iiitf 30 pt» otnt 
of tht wofkM* |ti thi c«imtfy* AtaitdltlMit Coltifcatot* audi KtiiiMtr « t t 
tSi»lt«v tirnqpltt* ANut U etnt of tht i i i l l t Ifi tlit Statt of 
diijjrtt « » t toe«t«d So ^ oily of Atwt^ abid with t^etit to ptr otnt of 
tht ^DifMitttt T4 pirn etnt of tht looatft 75 |stt etnt of th» wotktrt 
In tltt liiiiiittty In tht Slatt* Tht ntMthtr of atl lt i tptodlttt l o^t and 
wo]!lit»t In tht elty of Kiitnisii- ecmttltiitt ahout ptv cttitf pt» etRt» 
84 p9je etnt tntf 67 |>t» etnt ftiptetivtly in xtlatlon to tht Imhfstey In 
tht Statt» in tht llsfht of tht ohov* flgutt** I t I t t iitattty fov 
\ 
eontldtratlon t§ to whtthtx t)|»antlon of ^ Indottty thould ht ptiwitttd 
hy l^ythar etnetnt»atlon In tueh etntitt. 
pmmpi^,, m mmMm m m mm* 
Gotten mttmU for ntarly 90 ptr etnt of tht eott of iirotfiietlon 
of eloth Md awrt in staptet of yam* Indian eotton I t titlnly of thort 
Md ntditan-ttipit longtht* Tht prodoetlon of long^ttaplo eotton In 
India It vtty aueh li» ittd« India hat a I t f f t r azta under eotton than 
wy othtr eotten psodoeing eoontry In tht siorld* Btt I t miy bt ntntlentd 
that tht yltld ptr aevt I t tht lootet in tht world at my bt tttn fro* 
Tthlf 
I t i t tlf^fieant to nott that t«»n In PtklttaHf tht yltld ptr 
tirt It tMlet at nueh at In Indit. 
-.(19)* 
mmAX 
mtm mtKi) % smmm cmmm 
OOUSTRY Avaraga Ylald ( i i » 6 ! M 6 t o im^n) 
U m 
mnm m 
9* m 
4* m t A 
»# m 
PERU 034 
n mm 410 
d . a t iHA S93 
m i ^ T A i t 990 
10* 24? 
I I * IIS^IA m 
SCURGSt Hie monmAe tlbi»t» B^tmihw tSflWt* 
ImflMi «<yltoi} was for a long Um th* eh»4i|«tt la tli* mm. 
It I t i t ptttiRt 90 t^mpwf tmt tfnaivy than etm^wthU fotaloii 
v«rt«tl«t tftoy Miklfig tllowwot fot thtly hl^h ipliinSiig vatu«» llii* 
I t dtt» to lRiiimei«nt i»fo«i«fttoii of Indlgtnout eottoo* tn 1963-449 
tho i«eo»l «»op of 6*19 atmon twioo (of liO kgt*} foil ohoyt of tht 
Plan tax^ttt of 6 . I 8 alUlon Tht I 9 6 % 6 6 evop was •atteatod 
at 5,m alUlon Iwloa aa agaifiat tha pitn tai^at of 7«0f MHIIOO balat* 
I* Indian cotton Itilla* fadaratton Jouroalf Pali«itaxy» 1968. 
- (20). 
Hot wof than Million MtSiMtod twm th* 1966*67 erop*^ 
Kowmrt tht 1967-66 hMvttt «•• •stiMtwS to yioliU ilMiut 6*27 ndlilon 
$ and fei^  1968-«9t I t I t •«tii|at«d at 61 Itkh b^t*. 
fhft lew f>20dtteti0ft of eottofi i « partly •ttHfautcil to th« 
v«9«tt«t of tiM wt«thtr m wlileh tht pYoditetloii In about 90 pty oont 
of iim total ayta of exound 20 adlllon aet«i m i w cotton In tNi eoaiitiv 
Btetatt of th« ^telsl tyf»« of waohlnery Itivtidiltd In t ^ of 
tfts! mult* on which only f|n»7 ^al l ty of yarn can bt pf«Klite«(t» and 
of tt# foqulTOwmt of ttm doeontralltad Mctot whieti |»fodiie«« iot^mt 
ps«9|>ortlon of tatto* and ithotl«i Hmt quality of yafn» tho nt«d 
for tlio lei^n of long^stapla «oHon I t «r*at* 
t&bl9m ^ Indleatos tha piodiiotSon of lodlQiAMtt eotton for 
fldll eonaitfiptlon and tha total adil conniption cotton* I t eloarly 
atnvt that the total ailll eoRttmptlon ef cotton has always batn In 
fKcaas of tha Indlganoua availability* 
tm - n 
^ Avi^iablitiy mi 
PERIOD 
foy mil tmmmpUm jo t^igri p^>»lin Total 
Pirat Mill Parlod (mi.56) 3»8» TW 4.IM6 
Sacofid Plan Parlod (l<»6-61) 4,MS 4,476 680 
Thlid Plan Parlod (1961-66) 767 »,9a6 
1966-69 6 » l » 5tc04 595 6,199 
I969-70 S»9aO 5t657 714 6,371 
SOURCBI Cotton Annual, l966-67,No»40, and tha EconoMlc Tlaaa* 
U Indian CottS » l l a * Raport tha yaa» |967« 
2* *Coaaw»xet Raaoarch Bustatf*, CoiMMrrca 9th llovi!iib«r,l96e, |H>«994« 
mpmm. w rm, m.m'm* 
Dttiy»lt« ««rt«in x««trtetioii» In ^ alldtttsnt of ^Sfidl«t 
ond loeliit piodite^^ and dlfttvltuMon •mt prle* i « i t »oltt tlM e f l l 
Indiislay ^mU ntllls* ^ iftso&tets t « t f » poeidbl* 
and aslntttn th* pToduetton* Vlt *}»iKf tht ^jiof^tlofi of 
ytm m etetti fm>& I960»6t to I970»ti« 
fern Ym OOIH 
(ondtd 9t Mtf«h} (alUloii kgt.) (utaiion 
mMi eoi 4«64S 
tmrnm 907 
1966^ 972 4»298 
imrn-m Ut 4»I91 
mMi 939 4»09O 
SCKfRCEt riM Eeonoidc Tlaoty S^taltftV IStl^fl* 
Th» Talilo •twirt tlitt tht tfi^tttf f«§lettf«d t |>tak pfoduetlofi 
of «baut m 1411101) kg». of in whieh WM 22 poir eont 
ovtr ttM pxodiietton tn tlttf«»ftoy i t d«tllA«3» and In t970»7l 
tht fait was br aNxtt 4 pa» «Mit ovtir BUAUAft tht 
pvodiietlon of cloth of alwut Million watiroa waa tlia Mfihaat In 
19«0»«U Tha fall In eloth ptodiietlon In 1970-71 «aa by 12 !>•» ei«t 
wt 1960^1* 
- (22) . 
T«lbl*»inil Witt out tb* piirtteulm of totvl ftm px«Aietieftt 
etvil dfllvtty (<ltUwfy to ttm <iie«itvalistd i«fitoy}» miimt <ltl|vtiy 
iRd y«fft «lotH a l l l « Ht Ilit ytatt item 196$ 
to t97o» 
imn mmmm. nmt nrnvmr. m. 
(idittofi lt9«*) 
sm^ 
FyodtietloJi Sotlvoiy muo 
%m m 9mm im 
1966 m 13CI) 991(61) 
939 mim) tiCi) 966(60) 
1968 901 mm 93i(99) 
I9# m 390(89) iOCD S14{&T) 
em rnnm 10(1) 168(96) 
total pxodbotton* 
mmm* ( t ) t m m Intsuttty* Mm^l w a ^ t 
(l i> Indian Toxtllo euJlt«tln» Ap7ll«1970« 
( I I I ) Tht SeoAOiitO TS»»«» soptaete? l»tt«7l« 
Tht n ^ f o t tn ttw «bovt talilo that «o«t of tha yatit 
pXKiuead la conwtmid by tKa ho«a ihsykatt laavtn^ only a anall <|uaiitlty 
§ot astpovt daitvaty* l^aliiaa» i t hf fiotload that tha p»^ftionata 
emwofpHon of y«ni 13^  tita daeant»«||t«d aaetor tiaa imm ahowtfig a 
gradual upwant ttafid alilla ly tha «||i aaetot Kaa tmn ahowlng a 
ftadual doianwam ttand fnm yaa» to yatdr* 
tlio bulk 0f mtixm t«xttl* eoa«ttt« of mtHvm 
CDunte* teS stive }»3Podt}«t|@!i in th» vstlimt f i t t go t l * ! 
txm 1960 t» ton h9 m»n twm tht p^mmiwg^ diiti^t»tloii giifm 
til fabi« IX. 
fiMimm wm 
mtM Cotttf 
c A ) 
Hut ^ • t f l n * 
1966 ma 29*9 ms 70*0 4.6 6.3 
1967 I8t7 3U7 70.S 6.6 
I96d 70.7 4.8 7.0 
1969 26.7 43.9 70.6 4.9 7.5 
19m 16,7 71.1 4.1 0.1 
sQtmcei sntfiifi t« inti* mitttift* 
Alttmi0l) tlie pvos»<»ttl«fiftl« In ill«ttMltiiii «it«9oiy 
in th« tota pi«d(iettOfi hat hmn thowifio « <}«ellf^| t t i l l in WfOt I t 
WM eontUtutifig about 71 p«» «tnt of th* total pvMldCtloii* Tht 
profiortlotiatt proteetlon of fine and n^t f tnt «at«90vU» hm Ivan 
rainglR9 batwaan alsout 9 and IS par eant «lth only natntoal varlatlona 
duxittg tfetat Y»ara« But in tha pxoduetlon of eoavat eata^oxy* tha 
proportion of tha protkietlon ha» boon Indieatino a gradual Intvaata 
upto 1967 and ttiayaaftar i t daolinad* 
-.(24)* 
T*xtU« tn4tt«T«y In India AOI tht 
idv«tt«g« el t i i^ fteduettvlty ISIKKUT wiiM) e<«f»aM<l «ith <ylhf» 
t«}ittl« |»i«(fit6tfi9 eouiitTit«» Tlw li^ttttty in Inilt «rat ta|>loytf)f 
t 
% Ifttgt mn^i « f woxktrs tn ito tint tmm Job lii iplflntsig Metot 
fh« iwivifig Metor ecwpatMl to tht tl»s* Cotton Toxtllo lR(lii»tgy« 
t t atayt sstntiotiod th«t tho feotort of pioduetlan In tht 
dtffoywit eottAtflM wliloty iraty* ftMi piro^ttdfi ti^ oii t t » 
t|f« of eiaetdfitiy* n^fkln? e«ffi(liti<»i«0 t l ^ o of {^ voducodf otOAy 
tn tht dtffiiwrit eoBntiHiot* Tht fittttl»r of troxktrt teiployoft for IfOOO 
•pindltft i}]ito ftoint vavltt t9m ^ m t 4 to Id tn ladlat whllt 
In S^mt It vevitt ftoB lAm*, 1*9 to 4«9. Ptotfuetl^lty tn 3tpmnm 
toxtti* indttstiy lno»t«tt<l tsy pt» otiit dating tSw ytars • 64 
l* t » m «vtre9« Inoftatt of p»w etnt poy mniai* Dutlng ttM 
ptHo^f tnini tht Miibty inllla of tlit South IiKlIt toxtllo Rtttsteli 
Attoel«tlon (foir wl^ ith neeifyttt eontlmoue l^guytt tval l i^t )* 
tht in«x««tt In i»fOd^t|vlty hm htun of tlit osdoy of |)tr otnt pt» 
anmJM.^  thti«fort» I t I t olwiout that Instttd of Ibvldgln^ tht {tap 
In pvociiietlvlty h«t«ftt» Xndlt and otht» c«iirti«^tt» tht l « iotiitlly 
widtnlng. tYw ctuoto of low pi^ditetlvlty In tndit tm bt tumtd vp 
•t followti 
Tht Cotton Ttxtllf !ndoit«r htt tlwayt httn conaldtxtd a lafeoiir 
Intaoflva Induatay and a aaana of ti|>|oylng Iat9* fiiialhtt of ptoplt. 
U "A Vlalt to Japan* $ cotton Ttxtllt Znduat«y"« f l ^ r t of tht Indian 
Cotton Hllla* Ftd«nUon*a Otltgatlon. 
i fMl« ttiii «at to Many a^i taehiidiotteal ^vtlopmifit* In tlvi 
Ipatt hmni I t • capital tniifialvt industcy* thii efean t^ 
liat t^ Mm plae* Iti tiMilat ^ t not to tha •xtant of othas taxtllo 
furoduclmg eounttiat* 1%* ntohineiry iN|uip«ant uaadl tn India art 
• t i l l of thf eonvantloDal tiFI>t thoir af^ aada and ptodaetloiia art 
30 to 40 par eaftt lowav than In otttav taxtllo pioauelng coundrlaa. 
Tha tteixtat«} ^f iitlnt«fitf)6# md workli^ eond|tl«»i In tms» of tli* 
Mllla moH that a lasf* InCiroaat In woiild tot diflloitit 
wlthottt m la«>xova»t«it in titase afoaa* In mm of tha ol^ay ellls* 
^ laiilldlfigt aa «iall m tha layout of Mclilftot at* aueti that oaay 
ttOVawMit of »ataiial I t not poedtsla and tha aieohifile^l luriAiport 
e«n M»t bo uaod for that puipoao* llinJNir» iihlla aehUHia of ratlona* 
llaatloii hav« Iwan Intsoduood atieeoaaf^lly li» i«Rtt al l la, I t hat not 
h&m po«i|l>lo III othtra In aplto of good working oofidltlona baeauao 
of ^petition fwam ooftain aaetlona of lahour and Hm foar of 
unaatploy««nt»^ 
Sut I f ^inro la to a rapid Ineroaa* In p»oc^tlv|ty» « 
•l^lf loMit li^f»yov«Mnt In all thaat araaa la oifontlal* 
mmr ^r ffiM umitf^.TOff* 
Indian oxport trada la psodoi^nintlr exfatilaod and eai^lad out 
by Mall and aiadltm alsod privato antatptlaaa aa dlatlnot f ^ tha 
iianvfaeturtra. Thajro Is, howavtrt « distinct ttind towaida i^l la 
undartaklng dlitet ouport* Graya eonatltuto tha nalor portion of 
tho oxporta* and tha Ivlk of tha trad* eenalatt of only eourao and 
eadliw ooutita* Tho principal typoa of toxt l lo «ooda oxportod ara 
U ftaport of tho working Gjjoup for tha Cotton Toxtllo Xnduatry* 19«0. 
Govt, of Xndlat Govt. Contral' Pr*at» BcNidE>ay» p« 74. 
•iKNitSligii fl»fiil»hlfi$f toiir«Ulfi99 blafllattf €mv0§ «nd ihlirttiit«» 
A hat t§m tht gxmth ot India* • ttirtll* tsrtd* 
with tli« Eatittffi iufop*! •jt^atitton df m ^ H * wt^ th$ tf»S«A*» « 
Market with 6«itd« aiid • « • « «|>«iiliig of triult w l^ 
Howtvtt^i ^t ti|)9ft p§wii>m§m9 «• * irttott Hub btm tU§aUy m th» 
<tt$ltfit 8t lilt lodottty l)«t btm eofiffontid with emttd ky 
•ueh factors tt liiet»it««} ewipttitlofi ftos ihs othtf eoimtiitt llko 
Dims lli»fi9# t«lwsii» Eo»ot aiMl Swprn^  of ttit 
tOKtllo Sndtittty In ll«A*R« UMI in tout of tht oounttloSi h l ^ oott 
of pyodittotloii «fMt test ootsii^ laliitt of ftoiMsaiftttfiiiiet of qiftllt^*^ 
Cotton ToxtlltSf m i&xeim oiMlMliso tevnty for 
thi tftot JUlo tiMi tout otimd tn Ineenw of lit* 344 eroiNit 
imm oiportt (Inoluiilng oj^oytt of ^oetntMllitd soetot) of ootten 
l>t«6* §oo(Mt yttti* liotlftty matte emt othot itanoftetuftt during tht 
voart f tm If66 to IfTK). But tht INuntisn OMchtngt tj^^idituxo ^ring 
tht saR« ptrlo^ on tecount of li^ ptorft of tm Cotten^ t«dtt tnd ytin« 
aschlntcy^ dyes and ohtwiotlty f^tli oil aM tttt^ioants* tto«» wat 
plaetd at Rt* 59B o«or»t» indieatlflS * ott ( t t f l^ t ol l^t. 194 etotot 
Sn tht f o f t i ^ txchangt f»otlti«n of tht tht ootttn ^itt l l t 
ti9>03rt tamingt ecnttitutt4 ahcwt ^ pt» CMit to tht total valwt of 
ti«»oytt dutiao tht pttlod to at atalntt aJbont 31 p9x 
otat froM jutt tnci about t? par otnt twm toa* tht pattleulart OM 
ht «ttn frsai tahio* X* 
1« Rtpon of tht 0»tton taxtilo B»p9n f»«miotion Oaunetl* 19<!9f 
op* e|t«t p* 
•{21FV 
XABLK * X 
Y ^ Pt. 
( In Cmts) 
nm Total Ei^rtf 
Jlitt 
Itamtfaetuirt TEA 
CetttiO 
Hifiiifiietttrt 
660.2 m . a 123.6 69.t 
vm^ I4&.9 m « 6 60.1 
im^f 149.9 129.8 96.T 
793.2 i2$.4 64.5 
1960-69 6I6.3 124.6 f l . 8 
809*6 I8S.9 114.8 t4.4 
SOURCEi f t } Fouviai Fiv« Y»iar D»aft Olt^iifi* 
2} {{«fta»l>«»ot[ Stattitie* oik cotton Ttiitil* Industiy* 
Jun«» IWI* 
XI Ifidtettttf th* (3u*ntua of yaxfi and ol l l eioth mmtm* 
ttivod in aM •ipestt^ fton Inita dutlng th« yt«r» froe 1966 to I9t0* 
1 
YS/OI 
V A R H iiXLt axm 
Sapoftwi Fii« Yatn Av«tt«Hllty 
(In wtiltoii Ic9»4 
l$imtf«etttf«ii expoHod 
(In alllloit Milvot) 
1966 327 14 4*432 486 
1967 360 13 4,664 887 
1968 396 13 4*987 907 
1969 36T 16 4,239 429 
19TO 968 10 4ft096 410 
SOURCEi ( i ) Inditfi Tt»t l l « Bullttin, km# 
( I I ) H«nd.book of Statlstlet on Cotton Toxtllo In^Mixv* 
JUnttl971* 
-(28)-
tt would app»iur fvoei T«bi« XX thst tht proportion of yoin 
tt^ortfd to f m yttm «v«tl«bility « « t bttn^ about 2 to 4 pw 
eoflt «fhttoa» tho p^ tupeHiott of th« al l l eloth to tbo total 
oloth pirotittoatf IsatNtan to 14 |>*ir eant ^vlii^ tho ytari 
nm 1966 to mo* 
Tat»l9-KIX «how« tha dtatlnatloniMdltt axpovta of tatllsiiado 
cloth In 1^0* tlxi talsia towals that India bi« tiean aaifitetnlng 
FLAIC OF TNB GOT»IM¥ WLPom 
Atfan 
Af^hmlitm 
AuttYnlta 
Ctfstda 
Caylon 
miopia 
Ittdoftoaia 
italfsraa 
Haw aaaland 
tHnraian Otlf Pottt 
mm 
U»K» 
Othaara 
l o m i 
yum 
ia«s3 
12,00 
36.33 
148.17 
41*32 
mm 
SOyHCEi Maiid*600k of $t«tletiea m Cotton Toxtila 
axport Itnlt with i.tv«fdi oountytoa. In 1970, tha ani^ oyt ttado with 
tha U»K» waa tht hls^ttt baing 36 p»it oant of tha total aiq^ort aado 
Anh 
{Iurln0 ttw iShtiv tH« tvwit with othftf couiittitt wet 
not to India had •upox^ itd sltmt 10 pot e«r)l of i t t total 
AKport to tho wtd 9 por etnt to Sudan* 
m.mw, M f f i j 
thu VftltiO of tKfiottt of «ottoi» y«fft ao mtll «t cotton fobttot 
h»t tmicattd to insigniflemtt In to cotton y&m$ 
I t wat 0,95 t M In IfTO «§ ifnliiit fis* i ^ s Hi I960 and 
in roipoot of «loth| It «st Hi* 5.36 lulth* In tirro ts e^alnst 79.68 
l0kht in t%0« Iho of In^oytt ftoa t9C0 to 1979 i t lumlttMid In 
Tit^o. XIII* 
m&sjm 
mMSMjmmMmmjmmmiB 
(Ri* tft taSthi) 
nm QRTS f yHHHHHI 
I960 79*88 
t9«6 mm 
1967 6*94 3.34 
1966 t*60 
1969 ut« 3.U 
im 9*36 
80«?JCEi Indian Toxtlio ebllotiRt 
TBrniM mmiHEm tm m ^g^Qsi^fi. 
Hio tuoeoM of eotton toxtllo Induitvy dopoMs* Sn no smlt 
••4isur«t ^^ ^^ «v«llil>lllty of aduquato ti«eMtn«fy of tht »(?<|ul«lto 
•ttndtxd* Tho naehlftdty Induttxy tn tum batot it* Qcowth on tht 
- (30)-
l>n»tf)txtty of ttxtll« Induttw* P0t|>lt« ttw ft « t that tlit 
t«xtU* Induttiy i t sort then 100 vta^t old, and India teing om 
of t t » Isf^ott toxtllo prodiiQort in tlMi worldi ttio eoniitty wi» lor 
» ionQ t iM wholly dtiMindiiig fov its je*«j(iiiwMnt« m lei>o»tt<i lueMntry 
ifid otti«r «ee«ssoyttC| eiott of f fo» ttm lliilt«d Ktn^ dois «nd 
III 1946-47^  tht f l » « t t « « t l l » mwBinmn tmtt iit« tstaMlAhod 
Md ^ coal ai^ ttfiaion of ttw Indttitiy itottid with tht in^co^etloti , 
of ttio |>ltiin«d ooononie d t^ l q^n t tn ooufitvy* ftoa* I I t «et l l » 
fiiehifiaxy m i U at tha twolfining of tht FIvtt rim Ct9»l)i th# msi^w 
m$§ to 91 « t tht and of 1961 and amfid vnltt In 1970* At • 
i«tult» tht eotton ttKtilt induetiv I t not» ehlt to dtw aheut S5 ptf 
etnt of I t t xtqulfteenti of ea|>ltal goodtf visht ixm tht ttagt of 
p»tparato»yf vflndinfi wssfsing, wttvifi^t Mtaehtng* dftingi 
and pyintin^t to ftnti fini»hin9 fvoo tht Intexntl ptoduetton* tht 
valtit of hont pfoduetton of ngjoy Ittet of asehtntxyf ifhieh wat about 
5 evoitt of lupttt In 1955 »toeh^ tht Itvtl of aheot 24 etortt of 
«ui)ttt in 1969« Tht tx|)ovtt of t tH l l t iMthlntm aeetttovltt and 
ttortt whieh tooiinttd to fit* 40.31 lakha In 1968 Inettttlns to R««I30»I6 
lakh* tn 1969* tht j>airtieultirt of tht vtlut of ttxtllt atathlntty atdt 
in India and tht foxtl^n tvadt in ttxtllt auehlntiy Inoludinf tpairtt 
and aeetttoritt txt g iwi In Ttblt»xiV* 
|AStE » XIV 
pfioiiucnon AHD wmm tRmn IH umm 
m m of Ittxillt M«ehlfit»y 
fii 
TtMfv In T«)(til* U^Hmrf 
iS|»a»at and 
A«ootao>t«a 
Major kta»» 
of Maehlnaiy 
Sxportt tipottt 
1966 2*370*4 
1967 2»t6S*9S 2f7a0«6 
1969 S»t49S*93 29433*40 40*31 2*843*2 
1969 3tei8*21 It893*00 2«974*6 
s^imcEi m i m T«ittii« euiittio* 
mm ^imm pmmp 
Hignkt te flM» txvcn YtvolutloA and th* wtAlNir m 
tndien pftirhaiMi catt • l l t t l t bwttw iooA mA «ojr« « f I t t<Kl«y thsA ti» 
did H ytawi ^ t In ttw n«ttf» el«tlilng Us I t dtflnlitly worn 
off* Tb» iMjr ««i>lt«|^«{>fiMiiptl«A of cotten eteth^ uMieh I t all ^ t 
thi irtti ««5otity of ttm populttlon ttn tffotdt dtellntd fton 14«7t 
Mtawt In 199&* tnd e pttSt of isao mttioi In im-^ to tivtxot In 
1969* Itit fall In Vtm piwiuetlon of adLll-Buidt eloth Iron 4»0OO tdlllon 
• f t f f t In 1956 to 4»100 nlUlon In 1969^lii hornvtr* thi autwttd 
tyoptoB of a dttpoy ntltlto that aff l lott tha induttiir* Myeh of tho 
nlllt* Mtchlnaxy and aiiulpMnt la old and «fOxn out and hat littn hidly 
If Indian Toxtlla Bullatin, Sapt* 1970. |»*13a* 
III fi««d of xvplaetiMfit fot a d«ead« oar m f » Ttii» « pS«fined nattiv* 
l»xogar«igM of x«fifwal* i » m tiirgmt fit««ittty* tt| luf^ * fifunelfll 
Stttoomt «tt to(|uir«(l it pfVMHiti •»• n^ lit dt@|it« fii»tfig 
psiett of cotton toftnns wo t^ blll«> «iMeti isstwoen thsm 
•oeount fot 7ft etnt of tho sjivoduction e<»tt»» hwm pluyod tk^ roe 
with m u * pxontftblllty* It Mtlnstod th^t only • tMsd 
of tho 6S6 iviitt at f»»ts«tit &«ko m aniiiiat pfoflt» not of toxoot of 
finNi poi? o«fit| ifiothit thini n^  liooply In t l * yoa» iiftor 
yooTf $fia tfm m t Just mmm^ ^ to bjrook ontn** 
SiiOh » eyitit It thf tosult of tojrlcmo ptoMoa^ eauMd fay nifty 
foetovt whleh h«vt Iwoft to oxiotwiet If) Ga» o^ onoiiy fot 90m ytnrff* 
But* tho latt fivo yooro^ th* offoot of those faotoro h«o hooii 
intonftlftod iMe«i«o of tho ^onertl ooononle sitiietloii In tho emntm/* 
EiOh ono of thoso pxoUilit i « lupottint In Itoolfy Itiit tho ooMslotlvo 
of foot of oil of tho» hiio boofi taoot unfottunato* Tltl* ftltuation hot 
multoa In mmpX&yamt of toxtllo woxkott* I t hot «l«o offoetoa 
Job eoeurlty o»ploy»tnt potontlal fjron • 10119 toift itolnt of vlow* 
Honeof tho oltitatlon yo<{ul««« a Iviof pyobEoa-wlto <llteii>tlofi« 
mmm* 
Mneo thoM ftao baon a tltiap In tht ootton toxtllo 
Inciuatty* {taring tho laat fIvo yoavo, tho ^liidto aetlvlty hat eoiit 
down vofy conaldorably {fxo« d2«fIlK to CofiiO(|uontIyt f^ wJuotlon 
hat not Inettatod In iplto of an Inetoato In tht apltvitoago to tho 
I* Gt^ta, Qrltia of tho Indian Cotton Toxtllo Mill Induatvy. 
k Suyvoy» op* elt* 21 
3, Indian Toxtllo BuUotIn laouod by tho To»tllo CMlttlonart Govt.of 
Sndlat Unlatiy of GoMoaroo. Ap»Utl967« 
^t«f it of 10 Tl» pwHUtiHtf of the lallU has b»tn 
4f««tle«lly t«ifcie«d wtth »any of tho fstll* mtklns lostet sna » fm 
of thm foxead t0 olot* ffm offoit i of ttio vatloiit steto 
Ciowm»tntt and itm Cuntiw to voopon itfid ftin th«tt mllli h«v» not 
^•ifi v«iy to^eoctlMl* 
Ont of tht iR»|oy «iK$i*t of tli» fftiostioti tttnt to bo tho 
lowt»lfit « f tlio^uteh«8Sit0 p0m» of tht avttago m^ eontf^ fttont on 
t1» ttotp Ifiotoaft In food |arieoft« Ttxttltt It t pet1pon«t»l« i tm 
of p^mimw anAf In « tlinopt tlio ttxtllo induttfy I t tbt ft»ftt to l » 
ttffo6tt^» in • Maxglfi«l mmmv inoti at ourt* 
On tho other uAillt tht puviehatlng ftowtr of tht ptc^lo 
hst font <foiiii» tht eo«t of pxoduetlon of toxttlti liat tnevtattd. ev«xy 
Ittn thst sott into tht oost of etnufaetuto hat oont iip* Cotton* ttoftt* 
•loetvSotty ha^ ali vlttn ttti^ly* Va0t»« both batle «r»i <l«a»ittc 
allowanot* h«vt Imm goln^ iai|i ooAOtifttly undty govtfniNmt onltart and 
iff virtut of of ti^iatylal tvll^iialt ami Sftlsotit oetiytt fioadf^ 
out from tlaio to tlot. All thtat faotort hsvt jpttttltod In a bl« 
ineroatt In tht ovt?all ooet of |»yodiietioii and eotifwiii^ly tht priot 
of ootton ttktllot to confontir* 
Tht thicd faetor thst hat ht«n xotpontihlt fo» tht ttetttlon 
in tho cotton toxtllo Industry i « tht pattom of ecfituaptlon* Tht 
ptottnt patttm of production I t not In titnt with tht pattotn of 
oon«iiaiV>tion that hat dtirtloptd In tht eaiMitty* Ovtr tht patt f t « 
yoartt thort hat httn an inortatlno dtnand for eotnopolltan at distlnet 
froai tradiUoiial ganitntt* for btttor finlshtd eloth or eloth froti 
-(34)-
blmxitd or oiSMeedt lllsrt** Ttilt can im »«ttily §$m ttm tht feet 
that lailis having o^od thing tqiiiliMMnt hmf ftot bttn tfrtet«d 
bf til* ncttiien to «ny eoittiiltt^abl* tutvnt nllla utileh pirodue* 
^tty cl«tfi or y«zn to handloons otid poworloORt «r« th* iM»r«t 
MU Th9 preauetlofi of It ful^stantlAl poaftlon of ttio Intfuttvy tho 
soetoi' not e«t«ir&fig to tho p«oaont teand bteaus* tho 
ttandloovk if^atsy ha» no flnltMng f»lantt and dott not uai ngrMiado 
f|b»oi to any ofttant* if tlili tfond eonttntiatt tha i^ti«ilii9 lillla 
«Meh «i{if»ly f&tn to tht hend lootM would tie aff««tod «v«n MO»O in tht 
llttttr* th»» thay » f « today* 
l^mfotof the Iftetoaa* tfi tho eost of psoduetion* tha iowwring 
of puxohiiaing power arus tha pzoaant pattatfi of produetion haw* all boan 
raapflnaibto for ttia ftetaelon* Faetora mth tlia oradit tipaata hav* 
alao eontrllutod to thta d i f f l ^ l t attuatlon* 
whila thara »tm Rany lAlla in tha eotmtry iMhIeh «xo vai^ aff i* 
etantly a^tagad, thara ara aoaa untta tn whtoh tha atandaxda of Kanagawmt 
laava auch to ba daairad. InvaatlgatloAt dona Isy vatloua a9«noiat aweh 
aa tha Taxtlla Conalsalonar'a Oy^antaatlon hava ravaalad Inaffiotant-
Kinaoiaant tn aoaa aaetiont of tha Induatty* Nhtla thla Inofflolaney 
hat haan dtta In mm «aa«a to a laek of iindtratgndin^ of tha ptoMaiia 
of ManagaMAt tn a eoapotltlva and davaloping §cmmif§ tn faw othar 
eataa i t haa baan tfua to dallbarata iiia»»)a9aMnt« Xf tha Induatry la 
to ba plaead on a aound and aalf.ra|iant foaata* tha atandaada of aanaganant 
In inaffleiant imlta mat ba iwprovad oonaldtrably* 
•(35)-
m P M m i i r * 
lilpfi c^psftd other tftMtll« ^xedueifif €ciiifitx'l»s» H^ * 
p»«ductlvlty of Ifidlsfi cotton toxtilo Industiy i t v«»y low* Tht immbtt 
of woiltors oisplovcd for ||G00 tpliMilot upto point votlot fron 
ilaoyt 4 to to In Indlat i^llo in Jt|>«ni i t veritt turn alMmt 1*9 to 4*$* 
ttw »fito of Ifiofosto In pzotliiotlvtty In otht> ooanttlot i « 
moll fattor tlian fn Indltt ••Q* in tUt inevoeiM It at on «v«ragt 
mU of 6*9 ««nt «fim>« i»litx«a$ in India i t I t mt mm than ft 
fiov eent por anmtn*^  
Hwro ax« nutMxout OMiets fov Ion pioduetlvlty* ttw maehlnory 
•nd ««|UipBent iio^ In India t t l l l of tt)* oonvtntion^ typo «nd thtir 
i^odt ma p»oiuietl<xit ato 30 ptr ««nt to 40 p«t « « i t lonor th«n In othor 
t03(ti|0 piodueins oountriot* ttw itan^atdi of nalntonmeo ^ woxiclng 
eondltlont In SOMI of ttie e in t an* suoh that « lots* Inetoato In 
piodttetivity would U dlffioult without m iaf^ tovaiiont In thoso axoat* 
Sn cooio of the oldor etllla* tho Isalldlngt «oil m tht loyout of 
naoMntt oto «aeh that oaty fnovoRont of natorSal Is not pootlblo and tht 
Mohanleal trmtport can not ho uaod for th» puipott* Last tut not thi 
loast i t tht o|i|>osltlon to tht tehtmts of rationalisation and eodtmlsstlon 
ttfm oorttin ttetlons of labour*^ 
^ if thtr* la to fet a rapid inertato in ptoduet|vlty» a tl^il* 
fieant inprovoMnt In «|| thtso aroas Is osssntlal. 
U Lslliibhal* V* *'Tiewraids Xnex«astd Cloth Productions PadMajs 
Puhll«atlon» Baroda* 1969* p* m 
2* !bid» p, 136* 
0t]|k of thi ttaeblntty Is cmtdato^  w&i-lc* tt tlcw 
•petd* I t xcquirts irtplaeimcfit iny rm aodeifi mimiAmgf of th« 
entoiuitle tym to mhimm ptodHietlvlty* 
In lo tneouragt liidil$*i»»us proauetlen of t«Mtll* 
»06hlnt»y, stoma and othssr «6et»fo]>l«A and In oxd«r to Bme forolgn 
4»xehQng«, tapon of thot* lt«o« hat isttn p]rog«««tlv»ly feanntd in 
Iiidta# TMt Is • good thing fiDH tht point of i^ ltw of dovtloplns tho 
fi9tl<m«l economy. f}owtv«% It hao Jbttn thi es^ wrlMnet of cAlls that 
iiKti9«n«islv «ainifaet»i«d Itoas do not slwsyt coet upto le^rtsd Ittnt 
In toiBie of quality* Fro» the point of vltir of pxodtietlvltyt quality 
and the prio* of ttytllo** I t I * ossontlal th«t tlw supply of isaehlntvy* 
efo»«8 aid ^ocfssorlos shoild b» of hl^ h ^stlty* M«tliodt of quality 
e<Mitvol mi atandasdlsstlon aliould bo IntKidueod end li^laaontsd In 
tiwio ouxlllaiy Industvlos in ofdor to onstitt auoh quality* Rosoaxeh 
•tiould also bs undsrtaksn in thsto attaa In O K I » » to dovleo ths laittst 
doslgns and spt«lfloatl<ms In eo^trlson with i^at Is p»M^etd In othtr 
eoiinttlts* 
Qpg^OT, 9f fffflTOffl 
In osidsr to pxvvont tjtoosslvo Inevsaso In tlit ptieo of toxtlloSf 
prieo controls hsvo bssn In sxlsttnes on ooirtaln vatlotlos of eioth 
gsnstally eonsuasd W ttm oonson iMn, «rhll« this Is naesssaxy In ths 
lax9sr Intstost of ths eountvyi I t has ns¥«ftholsss Nsn InstiuMHtsI 
In SOS* of ths diffleultiss fsosd by thi aillls* whilo cloth pHeos 
•(87)-
fmvt bt»fi eeiitxotl9dt tt hsi imn tfi$ios»tl>l« fov ntllt t^ oHaIn cotton 
i t ttit e«tilng ratt* fixvct W tht sowmffitnt Iweititt of 
fills hs» fctulttd tn loMf* to tlioft* i i l l lt irt¥(» at* |»teauelii9 « htflwt 
of ecD^tltd vaxlotiot vihllo tliott mho htm twin pfoauelitg 
ft KsdU of contsolliKt iirii»i«tt«t h m ftot him •iallatly 
•flMtftd* 
SlntlarlYf fMquint ehins** in tl^ <jpi«fitiai of oir«ltt dtttlot 
at «fOlt a> the rariQtft of eloth ovor wfeteh thty f applletblo liavo had 
tlM offset of ehiKisot In th« ptod^tl^ pattom «hl«h li*» not tot«ii 
•tthe» frott th« j>oliit of vitfw of th* tmmmt m fwm tht 
potnt of vl«{» of tht «!Ovktt* 
mm mmm^* 
Whtn Xndta Indtptfi^nt in I947» t}^xoxiiiat«ly ptv etnt 
of 1»it ootton 9«ow|ns a m woikt to l>«iclitaii i^ l l t aliioet t i l tho tt idlU 
Kiilt wtft in inOla, smet tim^ thtft hat littn • oharanle cotton 
thorttvt* fthilt eotton psoiittetlon hat ineroaaod both In torttgt at 
irtll at In ylaid ptr ae?t« tht Inotoatt hat not httn ooMBonturatt with 
tht eotint>y*t vtqolrtatntt. 
Yhit cotton ahoytaso hat btan aiaitt up thvoiigh |ii|H>itt« A 
ttftrtnet to Ttblo* XV givtt an Idoa of tht eonntaptten of Indian ahd 
fovtign cotton at wtU aa tha atapio f l l » * duylng tht patt tvtnty ytara. 
thit tahlt* It will bt notletd that Inporta of fortlgn cotton 
duving thIt parlod hava vavltd hatwaan 9«OOiiOCO and cnt a^lllcn haStt 
- (38) . 
mM GotUtt c«i8iiiHptioii $tmi* Hhim* 
<«000 Btlft) C m 
Indian BOMilfn Total Vlteooo ^lyatior 
1990 1*106 3»846 m m 
199S 4»304 m 4t884 m 
I960 4tll3 m »,097 m 
im S»363 m 6.112 i?» l » l l»3B8i 
m S»86» 42,769 
SOOI^ Ei Indian T«xtit« 8itU»tlnt 
4«p«ndiR9 metniy upon ewop pi^spMtt* mitif^ 1966456* « 
cowbin t^ton of p^w fsontoont m «eut« lortlgn •xehan^ eirlsftt 
zttiilt«d In • 0unallii»nt of liipoftt and isons^ qMtntly t tltditesi* of 
eotton. tlilft tide had • f f « « t of puehtng eeiten btyoiid ilit 
collSngt (a«iGOV«d twm I»9a967) fiittd br tlw ^•smfttnt tor v^rlout 
vaf l « t l « « and eont«(|^ntly inettefting tht jpyle** of t«Ktll«8« Tht 
•Itutiitm with to eotton has feton to nmtim* In i}aetiii»»v, 
1966 th» QovtinKont of Indltt hf «n oidlnitne** ofdoftd ih* wlllt to 
cloio d(wm eocapultovlly for on* d«y ovoty In to contom 
eotton atoekt* 71M Oxdinanet hao boon liftad a« froM 
bioautt of bottor «rop ptoapoeto diivtng tho ooadlng toaaon^ 
Thtx«foi«t I f tho cotton toxtllo Induatvy lo to bo plaeod on 
0 flsa atablo footlngi I t ahould bt iMppliod with odo i^ato qMantltloa 
0f «ettefi of Vtiious Dtt«lltl«t» at p>le*ft whleti at* on • pmt «rlth 
wort^ p^tts* Sine* eotton e»ftt «ciett to aboat 4S «•»% of tht 
total eott of « ta«»lo» my Ivietta** eotlon pxiott mU tiatux-elly 
afloot tht priet of etotli* Sueh cotton tiitsfiliot oto otitntlel to 
mmm xtttonablo f^ilooa for tht intexntt emtmmx^ fot «ittnttn@ne« 
of out tiq»on« MTHl for Impffot^ ns tht esiptoyiitnt potently $»h 
wmHtf for tht woilttrt, 
Iht ^aoistt^ ftaanetit potltlon in the eotton ttictilo Induatxy 
hat ltd to m Inevttat In th* fMiflA»t9 of oloeotf latlla* 
aiai^  « » t t t siaflty ftoo t9»t unteonoiAo location ot low Itvtl 
of t0ehR0|o9sr* Inidt^itt eii|>lta| for motftmltatlon ami tht iitrtltttnt 
ahorta^t of wooing oapltal hsvt fittthtr worstnoc^  tht fttastion* TNie 
at tht tnd of JTuntt 1971» nllla eloatiS nya^rtd 86* inetudlnti thott 
m t m ^ and a ftw i i^tt liotnett havt httn rtvotctdf (vidt t|lAo»lVI)* 
Thit )ita afftettd roughly atound ona-^ alnth of tht total aptodltagt 
«id looMgt In tha org«ilttd atotor* iota to tht oountty at « rtgult 
of ttteetatlvt elotuvtt of ttllit I t tnomous whleh I t t v l ^ t 
tht fact that about MfOOO woi^trt hovt hteoiat tintnployad and tlit lots 
In ttxcia of pfodkiotion ptr day worKt out to atseiit 10 Itklit •ttrtt of 
cloth,* 
Of tht 88 clottd » l l la » 7 havt httn aerapptd* 16 art 
rtooantndtd fot lOftppInQ and tht ftnaSnlng art olottd* Tht mmimm 
I* f ^ r t of tht Toxtllt Ktorganlaatlon CoMidtttt» <$ovt» of ( ^ ra t . 
Op* oit« p«l« 
- (40)-
TAiLB * yvi 
ViAR Milla 
eioaad 
Sjplfidlas 
aflaetad 
i ln nlilion) 
loeiat 
afra«tad 
Roziw»a 
InvolviMnI 
( In *000) 
n 1*82 21 m 
ea un n 
08 1.81 m m 
m U46 18 to 
m 1*34 It 60 
m 19 m 
diaaavTo m 1.S0 it n 
ea m 
Tha Eeontwie TInoa* Soptanhav I6»I971* 
miiibtx « f adllt eiottd l » tn Tanil Nadu {19}^ m t w i hf B«iig«i(16) 
Qt<Sr«t ( t l ) t mu t Pwei6Bh ( I I ) tM AAdUn (9).^ 
tht abov* t§fel« Airthtv rfvtalt that tltuatlofi lut btm 
dttfvioratlng it «K>h f«tt«ir t»tt In 1971 ttim nvtf TMt tt 
Mally m tlaxalfH} tituatim and to atop Aifthtr laiiidiata 
ttatdial ntaauMa as* nactataryt ta auch eloaumia a#f««t advcfaaly 
tha o«ntral aftonoaiv tha «oiintty* 
Tha hlato«i«al miaw haa imnght foith aona lapottant laauaa 
yalattnp to cotton tuttla tnduat«y» 
U tha Eeonoadc Tinaat Saptaielwr 16,I971« 
CLOSED 
MlUS 
TOflF scRAmo 
SCMPP^D 
1 WOCk/NGi 
m 
lNSrAU.fj> 
^^"-UON) 
I'^STAU£D 
tOOMS 
T^WOUS/JNOS) 
Woe Kf/es 
Cthovs^NPS) 
Ttii imtotliy «hl«h i t plsfln^ «n l i ^ f t «n t x«l* tti tht 
teonosle <ftvtl«pntnt ef India tty providing tiopi«!y»t»t to 
•feefut OR* Hi 11 ton •aznlit^ lortign wmthm^ ie ftow fictd 
with 9WW teonoeile eritis on ell foonte. At th^ Inputs tt 
ti i f f«r« ttm tht •eant «upply of tm oottoii diit to inad«qu«t* doeettie 
p»od»otiofi and Y»sttietlon on ttw tupoitt of tho cotton of fin* v«tioty* 
mm s»eo<b><;ttoR of ototh hao eon«e{|ttM)tly doellnod* Sven with 
tSaitod output tho Induttty Is oxpoirloncino »t|ff eorapetttton tiitli 
ltd stibotltiitot «|»tci«lly g m ^ t H fobYlet* Ttio cotton t«»t i lo Industsy 
In attaost « l l othot ooiintiril«t ha« faeod tlmUair eon^tltlon* But in 
idvwnotd oc^ioiiAot th«y h«vo adopted now toohnl<|(it» twlth a ^ m to mot 
6ha»9«t m nm doiaend tldo* ttio pxoduotlon toolfii«^o hoe iMtn tlto^ottior 
»owltttloniefd bf mm* of laodttn ei«ehiii«t. in oontr^tt ti^ion Cotton 
TtKtllo ffilllt « f « oti i l lisijping on ^ old tto)ml«|iit with titt Pitult 
tli«t thoy dr* pxoditf ins fmltliid goods wMoh eould haxdly ooR^Nitt with 
tli» oubotituto* 
ThoiM I t y«t «nothiir ttptet of woxltinf on old llntt* tt hat I tt 
tf foet on ishouir pxodtietlvity. tht viofktt In Jtf>in» on m t^ttgt* stlndt 
thout S»000 tplndltt tnd 40 loost nhtvtat hit Indian eokinttx>^trt loolt 
t f t t r only about 490 t|>indltt and 3 osdlitavy Koo«t» At tuohf In i^pm 
tht morktjr o u ^ t I t ntavly tmt t l « t t that of tht Indltn cotton « l l l 
optratliwt* In othtir wordt» In t t f u of labour tht wagt «ottt In Indit 
art hlghtr than In iuropt or Ji4;>an by about 60 ptr etnt for tjplnnln^ and 
by 33 ptr otfit for wttvlng. 
Not only tht labour productivity hat bttn influtnetdf Nit tht 
pxoattblllty of tht Induttry hat alto rtaehtd « low Itvtl* TtKtllt 
-(42)-
tnaottiy^t gvoit p»efl it •• pextAntagt of tt ltt ev profit* •ftttsc tax 
fit pti^tntagt of ntt worth gm Conft^ntlyt 10 fwr etnt 
of tfm mill* m nm lyin^ tiotod «ff«6t|ii9 lakh sptndl«it SUtOOO 
looms end 83|0Q@ «}Otk*r«« 
Th« tratfttlonal uMithod* of « »• tlw* offoetlfis both 
tfit lafcour pioducttvlty m)$ ttm profttaldllty of tht indtistty* ttoittvnl*' 
tatlon it i tho notd of tlist» th« ttelvilvtl of wAiloli hat 
l)ttn aiiilytod in tht nosct clmptor* 
-*ooOoo" 
m 
Tt» pxtetdlfia anslytt* fffv««l« thst dnHftg thf pBtt twtnty 
fvejTfti mphatlt hm lbt«n laid on ikicpiHfitt^  tethtt than on 
i!!^fiiite»tion of tht mtim ttxttl* tfidufttyv* of ^liidltt 
hftt liie«tti«S tmm mm •ttllen In 1948 to t7*»4 Kill ion In 1970.^  
But to put thA iRdttstfy mmA lliittt I t i » ttstntlal that th» 
•xtstlfif unlit t3t st-os9anlM<i ^efvileally to wlthttsnd th« eeap«tttloft» 
i « t m^ thofiloxe, attfi^t to oxsiilno fho teop* of aoiSoxfiltatlon tn 
ftlailon to tho rscpitstnonit of tho tnduftiy* it would ho Ml«v«nt 
to doal* ho«fv«v» b»ttfly tho Inplteatlon* of noatxnlfatlon iilthiA 
tha lr«Mwoxls of jratSonalltatlon* 
Kattondllaatton I t • hm A^ tttef It oftoo^pistft i»dlafnlaatl<m 
«• ont aapfct of tha vholo oonoopt* tt takat irasrlooa li&»a»f and tha 
•ultablllty of aach typa d^nda m th« p«o« of th» OOOIKMIIO <Mv«lopMmt 
Of a country* Koaplng this m vim^ tha teopo of tatlonalloatlon In 
U Indian Taxtlla BullatlAt 1970, 
- (44)-
th* cotton itxtlle tiidu«tvy i t dloeutttif wltl^  to UehnUtl 
^ u i t m m U « f oodefnlsitton whkh htmn t^emmM^d «• • mltsl^l* 
foM of votlofialltAtion uiultv tht pvtttfii oeoftoiite eotitfltt<mt« 
mtrnmy way fct ai • ploiioiir e&mttf ifi t t « fioltf 
of rationalitetton* Afttir h»t dtftai tn %h» Wojria KAT, hot 
t»dittti^«i ^Qontmiofi was to thsoatofiing ttiat o!^ hai no oth«» 
oltoasiAiftv* Iwt to tli* • i f e t i m MAtuxoa lor Ifi4u«tflftt 
itgtnotatloiv 1t«» eone«pti hto got t t i In Gti»any 
oniS tho woM ratlonolltstioa It* noist imm ^ OOSKMI woitf 
«»ATIQI«At.ZSieA»«G% fn tto oylQinal not tht toM wtt inplovod to 
itt«orit» • n^^emmt tgid mom ^>oelfio aim d l e t * ^ hf ^ eixewftaneot 
of « « fiootMvtf IfK^tttttlitl tlttiatione* ^ ate of ^rsttoning* 
t)^ o u ^ t of ctrt«ln indudttlel o»tal>tittaMeto *to liotp i t within ^ 
Ilmlto of mwmnt isfifktt ^an^o** m6 of tfiaetlot •teMltana«>tly a 
io^tton In eoata* funt mv the ton hot coitt to ha ttaad tow a far 
moxo <^fthanalva policy lliat ta haln9 taken t^ hy ^ Inauatflallata 
tha mon 
tha ratlonallaatlon ta» thax«fosa» an attltid* of ttimi a* 
wall aa a pxocaaa of ImHiatrlalloatloa. As an attl^Kla I t vaooxtfa 
tha hallaf that a aoxa rational eontfol of worl^ aeonoMle SIfa thxwigh 
tha application of aclantlfle Mthoda la poaalhia and daalrahla for 
tha eontintiad auxvlval of an Sndoatry* Aa a pioeaaa I t liipllaa tha 
application of tha iathocia of aelanca to all ptohla^^ ,j|«lalng In ^ 
oiganlaatlon and conduct of prodiictlon» dlatrlhutlon and eonauaption*^  
I . U»flck» U Tha Maaning of Nationallaatlon* •p.clt. p«T 
Ttw Hatloiiai f«axd of Eeenaiy a»d iffte|«ney« m iit»tlt»tton 
••t up In In 1921 to f>i«»ot* t«tlOiiiltt»tlon In tlw flolil of 
tteonowie doftniKl tti* t«iiii In tho foliovtog mtint *'Ratlo;i»» 
llistlen !• tlit oB l^oynent of «lt mm* of ttelinS<|t^  mmS o»dtf«d pltft* 
i^leh m w to tht wholo ifututtfyt mi to Inexotat 
lowif l i t oo«t ind lipfow it* <|iuaity* Itt ola l « to talot tho 
ftnerai ioval of piotpdtlly em^m** plontlHil «id btitot 
4|ii«llty 900dt** 1l«u« vatlohalltatlon tbii « t ollalnatlon of watt* 
to oott of pio^ootlonp ollftlRotlon of cem^Mitlttoni esopofatlon mam 
pm^^wBt mS In ftnt^al fivoldmo* of ttw mrtli of oidtiMit ImSlvldutallift 
» 
ultliotit eifiiting tht vvlls of Monopoly. I t to o tooDnlquo whieh tfokf 
to tmtm ^ ovtl* of tfoiietlvt Sbuslnoto ox^nnltatlimi Inado^ato 
and unaatiofaetory taolmteal «<|iilpiitnt| Isotti pajraonnal and naehlnovy, 
obaoloto aiaii^ atlns nathodot ovar oapltallaatlon and oxcooalva ovaxiwad 
ohaxgaof raniltt of lotliaziQy and tlto«t§1itltaanoaat nlatifta and »iaoal* 
oulatlon* Sn othoy vioida vatlonaltiatlon aina ot «aiileuii ptofit 
thfough piodueing «flth laliitatiei of ooat end mmimm of outpuit afflclonoy 
of mn woxtlnd on dtffasont psoooaaaa In tuining out tna latgost 
4»tantlty of ttandavdlaad pfodiieta and ^ offSoSonoy of mm&omm% In 
pvavantlng waata and umtteaaaaxy axpandltuio* 
In ^ «ldai> cc^ KN t^ of »atl(»iallaatlon ti^ loh alaia to put 
coaaon In aathoda of t«o>iAl<^ and oxsanlaatlon to aaeuxo alniwin 
waata of oithair offbtt or raw aiatarlat tlta a ^ y It Bxoadly» 
It Inoludaa tha aelantlfle ozganlaatlon of tabouirt tha atandapSla*-
tlon of tooth iiatarlal and pro^ta* th» ainpllfleatlon of pzoooaa 
and tepjfovawant In tha ayata* of tsranaport end saskatln^* Tho toot 
eoiie*ptl«fi undtrlying thic mvmmt iMttig aufspvtsilon of x«fdund«Msy 
In t i l ttt foiiBt* of plmti lel^Aiti ot naehiiftieel 
i%etlei»«IUjitl«» involvvt «it$t»atletit Sm^tatien mA eodttnltfi* 
tlen with the ol^ltet of •Ilairiatlon of I t «oii0efi1vat«di 
In m\mtBl iiodesfiiMd pl^tsi wt»t«fU!l 4upll«atloti of tflortft evolved 
•fid iift§eo»OKle «nti^fttf<l unlit tjrt elottd donfi. Moxt^ vtrt output i t 
itptlittd JUi vmh • way thit i tea^ mi tiipply «)J«itt«d 
end parl«tt ax* kt^t ttiMt* I t tttitt to bJFind tht I m l s ^ f uneo-oi^lnattd 
mti eofitimll^ m^ ••lf*«of)ttttntd ualtt tfi tti* tnauttrir to ttm path 
of If) ttw Inttrett of tttf Iftdnttvy m • I t eiilttvottt 
» mm fpls^it m$ « fit«ih vlilon» m th«t « new tonto of xtspontlHIity 
pub! So Mtvixx ^x^ot* oolltotlvo aetlofi I t utt^ In ttw 
liite>»tt of «eof)otir# offielffiey mi iti^llt)^* 
fttt|<MiitSlt»ti«A ffiittttitii fit»i> thtir tttooitt m mm than 
tha mitlfit i^lloatlon of tl»tt»aet telwaat md nathiiileal pvlnolf>lat» 
Sta taeetttful iaptaiMnitstloR dtpandt i^ pon tht dtgitt of iMitifel nfMltv-
ttafidlfis m6 eooptmlon mong tnpioytyt mi wotktYtt availability 
of htttia finanelal satmiirotafl davaio|0iaRt of ac^ anoail ttast In naoNUMi 
ttchi^logyt tptolailaatlon and ttandasdlaatlon In iiat>«<lt of i^ ioduetfton 
and availability of ttel«iloal pavaoftntl* 
nttd foy athabllltatlon and ao(Mi«filtatloo hat Nan atiotti^ 
by a nwibts' of ooanittattt at national and Intatfiatlonal ltv«l« during 
tha Datt two daotdtt*^ All eonottnad pettlat efirxtt that liodttnltatlon 
U tiktUe V^ tgmiMtm ocMnlttt» <Wjrat»i968^»Maharatht»a Ootton 
TtKtlle coaaaittta, Flrat and Slsth station of I.UO* htid at Bsiiaaalt 
and Gantva In 1946 & i9sa la^otlvaly axprtsttd that «odainlaatlon of 
taxtUa Indttttty It a mat t^r Itt auxirlval and pxtpajr dtvalopaMut* 
» f tht Indufttry It ••s*nU«l i f tht pio^etloii of t»xt l l « $o<ic}s t « 
to bt iriei«at«tf and if tht n&tktrt tfi t ) « IfHSuttsr t f * to tiijoy thott 
Imfwm^ mfkUi^ ooRtfttlont giid iittttr tteurlty v/HUh txt ttttntltl 
lor tht httlthy ^wmlopiMmt of thi tfM!»otvy« tht outiiodtd nt^iodt of 
HOIT A^Yttly t f f tet tht |rfo«tu«t|vt«|r «IMI tht ^tfitftl ttafidtsd of 
living* Kodtmltftttofi fct» th«x«foxt» Up |>?loirlty U t i^liiitlfHi 
•II toofiOKlo tm ioelal tvllt* Mo^xiiltatloii ft<|tilxtt, Inttallttlon 
of fitw mtsi^ imrg and o<|ulpiiifit or ttw nodlfloatloii of old »oehlnt«K t i 
^ tMw ntohlntv^ It tttMitltl tot Impsovtng tht condition of m A tnd 
pieduott^lty* iHttwIttt tnploiiMHit of tdtcmttelv tttlntd ptx-tonntl 
«id tht ii^llottlon of «odtxfi ttohnlqtttt of pvoduotlon av tlto 
tt ftntlt l to ottST out tht pjmtmm of iiodtmltotleiu 
Por ft oltar coftetptlon of nodtimltttlont It It ntetttaty to 
dlttlAfttlth t t wltn fti^ltotatntf zoiidlvt tnd »tlAttftaiiiet« Kaln^ntaet 
^ t l t t t of ^ no»al ttttntion givtn to tht plemt ind ntehlntvy tt 
painting* sltinlngi tubrlfttlng* to «t9»«t <tett»lorttlon» whtittt 
itptlvt oontittt of tht fwnding (or toiMtiiitt rtpltOlii?) of hi»ktn 
or woifi out ptrtt of pitntt «nd aiohlntrif* l^r ntlnttntnetf tht ttat 
Inttfvtl I t thort «xt w»4im$ whilt ttfttirt «xt tpottdle* tie«tvtrt 
Iboth Ittnt Umlm t i ^ t t t vAileh trt « i « l l In ooimttrlton to tht totti 
vtltft of tttott* 
Dit dittlnotlon Isotwttn stplaotiitnt and Mo^snltttlon It I t t t 
elttr etit» Modtxfiltttlon It tht Intttllttlon of t ntw typo of t()ul|!iiont, 
iiiptrlor In tffloltney to tht old ontt «Awt«tt ftpltetntnt tt tueh 
ooyld bt conetlvodt In thtory tt toy rttt« tt not Involving any ehangt 
In ehtrtottr of tht t^ulfatnt. Xn prtetlet» howtvtrt In thott dtyt 
of ttehnologleal lapsovtMiits* mpl»€m»n% ^t«tt<iftt do Qtnttally 
itmlm m •l«»tnt of mxitnittsMon* th« aoilvii boliifiii aotfoKniMtton 
i i titiisSly to intsodtteo a fitv isnd iMthsii of psD(liietioii» 
«lioiOft« st;>lee«e«nt do«« not tisvo mv iiotivt IbehlnS It* 
fh* psecwto of faoiltxnloatlM) pxoiiottA |>»Nltiotlvity| yoditott eoott and 
itiptovos ttm <|itiillty of tt%t v^tto 3r*i»lae«Mifii ly and Um* 
•Mitotaln* ^ oxiotlfif ewiliod of pm^tim to i^ifth f»xoiltietlvlty, 
costs* end <pftltt|r ftKf fat tfi¥«9t«ttd» In otiior iNitKMNiOtlon 
of octvanot waehino toelmology and othtr o f f t e i i ^ swaaiixoi am tlia 
l$f»wt«<plalto« iot a»davnl«atloa« 
St I t ftntirally an adnlttod vttw that tha sain of hlghar 
pfodyotlvity i t tiw outc^nt of advaneat In ataeliint tt^nolo^y mnA Its 
li^fataid Intcodaetlon In tht tnduatty*^ Hoxtovotp InettaMd |>aeo of 
iweHimitfttlbn tt«t t>n)ii9ht ^ y t vapid Industtlal at««IopMint tn vaylout 
eottfi^ltt In ^ fforldt at It liat ftadt i^ttl^a to a«!il«vt featto» 
xtiultt th» a « t oy ovtn latatr memt of •tUwU m co«pa»etivoly 
taii>xov«d loaiiltt with tha aaiia anount of tnax^y and •fioi'tt* ilatihanlto* 
tton hat Inoioattd tha vol.«iae of Induatiflal outputf ottoinatod unaaplo^ 
aant thxoiioh laX9* teat* tsitanalon of Invattnant itttitsett and htoiight 
aiaout InpxovtiMint In tht ttandaid of living. Tht foiit»f»td toezoato 
in {uwdttetlvtty of Induttirlal wirktYt In 0nittd Statat o«»r tht 
last ha|f-«tnt»xy ha* bttn natchtd up hf » ftni^lotd Inextatt In tht 
horatwytOMtt v^loh thty tttt*^ In thovt* I t tm ht titiatlttd that tht 
iwtt de»ln«iit faetftya that hmm contHluttd to tht i^ota^lay adiranet 
l « fltpoytt, Qtntva>1947, m $ and Pifth Stttlon i m * Modoxnlattlon 
and Itt atiattd tuhjtett at* btlng fully dlteuaotd In thtat lopottt* 
3* Mtteim OynMilo faetora In Indiitttial i>xidiictlv|ty« (Oxfotd I9M),|>*I 
In iiMtiittria psMtaetivlty «M the «|)plie»tlofi of peiwYt of 
iMpiovMOAtt in •^IpAtniy ringing fgoK ^ f t t j ^ •eewRalatlon of 
iBall to tho lntio<liietion of hl^ldy i|»«ct«tt«ii m^'iMil* 
«ria Mtaastle aseii^s* 
/ 
B»i MehMiltAtlon oijfi fiol IM i«9af<lMl •» tb* only f«otor iew 
•ptetoeulax liis»n»vici«iit tn pioduetivltyi^ f>X9i*fit tichlevoMiitt In 
pmimtivitf i t tilt ottteoM of §lo« hit otowiy lapsovoMont* In tte 
i ^ l o pioetts of toohnologyt tueh a» lapfowmonto tn toolo mi tqolp-
K6itt» Iwttet vtlliSBtl^ of iiatoylallt and totoujrootf SnptWMiMnto m 
iMfNddt of hindlSfigt i»*ttojr lnyoot of |iltat«t bottot ttiiNilciuot of 
|i£oi^tton ma ocgwlMtioni ooimtf iitfi«OM«ntt ^telftl<»i mtStkigt eontsol 
M^ivtiloni letontlfto Intogvatloii of votioy* pioetttoo «ad 
biexoetttl t«clntcal lcno«»»hoi»* 
HOwtvor, tha dofltoo of xt|«t|oii^ll> botMOon naefclno t«e}«Mlogy 
and pfoductivity i t not fmm fxen eontiovttty* On thii ittuo* mm 
imlnont oooiMNilito and fl«s»«telt Osg^iloatlons Ilk* ilitlonal Buxoau of 
iconoiiio fitatoxehi U«S«A«» Biiioeii of t o M t Stitlttlos VSAt Woxkt 
Pxotffoto A<»»inltt3r«tloB ITS^ t oto* diffoir witli oeeh otiiot* Stwa hold 
tht vltw that toehnleal advanet I t noltho* a aufflolont oauio noir « 
naeottajry condition fOr advanea In pioduetlvity «id» thtiofocof loadtrahip 
in aeltneo and taehnolosy Qivoa no Quarantifa tow ^ loado»^lp In 
pseduetlvlty* In topport of fhlt vlaw^ Inoteneo of iuiepo It advaneadf 
«hoot gupiaiiiey In aoionet did not tceap Ita toohnolo^y and pyoduetlvity 
•htad of North MMvlea, Sueh vltwa az« aoppovtod by Uwla lljiifoid^ 
1* Ewan Claguti Oott Iteduetion (Mow Vosk I W ) pp. 
a. iotfia mrntovit Toehniea and CIviliaatlMU pp«4Sfti^« 
at Will i « br p fd^t lv t ty Urn of tht tkmtiU 
tht hoRdt Siiion Kiiiii«t| sehi«p«t»»« eoddlln Md ethir 
mmnfeh OfQiiilittt&oAt dlfftxtnt vtf«* «eeotdt|fHr ^ wtileh 
Sii4yitft«l y»t«fiitloi) In pari «eeurt Ixmnttt t*«hnlett ftogvttt 
tHftt i€, with «^4!sn«tMiftt tfi iBseliifii mi 
l»s»e*te iieth(Kl» thtft I t t « t t t « f t to tlw vtty 
ftet thot ms^im tt«hfii(|»«t htv* &m to in thi luliE « f tiit 
•conoiiy* turn emitliso mf x»ts»attlofi of ttehnolesleal dtvtlfHpntiyt* 
httf 611 tli« cofittaryt effofdtod a vatlly fexotitfit^ bit* Htvtbtv 
ttotsnient laprcvtMtnttw 
Die ^tfowi ' t y iliout thft Ii3)@«t iieetitot ttelnolegy tfi 
pvodiietivtty t t lU ^ iS i » t ufiiolved iSut t « «tattttle«l tnd l i i^ lnd 
lipitfttlQfi* Sn eeasKiftn® ths of l3<itMt«n 
HoMtwyf 60WI «9)pxoxlitstt ftlttlonthip em bit ott^Dllttitdi If 
lofiy mm to ^ utttutiNl % th* rnmnt of ntehlfitxy «9ft4 or hottt 
fi 
pOMtr o«AiiiiMd tnd pioilttetMty % tht ontimt p»w •tiwhour* ^ t t 
In Uatttd State* hotwttii i m mi mm tht mwMm hovtt 
pOMtir tirallahlt ^ ttch fafito»y «o»lct» Inestetotf tbout ttuto^ltld 
tmi outintt ptt mm^hmw In ft$te»l*t Inetttwid Ift aineet ^ ttiiio 
luopoytlofw^ SiaUarlyt t ciMpK»atl¥t t ^ y of i>fe«iu»tivlt]r In 
Mwiietn and Btltlih Inditttvltt Intfloato that Vtm tatio of hoti* 
powtv par «oilc«» In tteltad Statta and Qkiittd KSngNftn !»*»$ tht 
I* Xumtti daolar Movaawfitt In Piodtietlo«i and Priett* pfh 
2* Stttdltt etfiduottd toy ^  iuxttit of Uheur Statlatlet <IM(B*U8>t 
th* tiatlofial BUsoii Of £oofXM)l« fitata««h OSA 
VOKkt Pt09ttat AilBlnlatrttSofit UiA and &y»ltetttt* 
3» fiotta»» Omparatlvt P«odi»tly|ty In Barltlth and JmHem 
Indu*try.(C#a5»ldga Unlvaralty Pratt)* pp* 6CW65, 
x«latlofi •• «h> »«tSo of ottt|!iit «otfc«» ifi th» llntted mi 
Dnlt»d Klfig i^w* But In Holltna m6 Otsntfift witput gwt liftMt I t 
to Stttain, ftlthoiii0ht thty tia«» MOW hoi^ fiOKftr ^ tft tlit 
Sirttalfi* IMxHKtr* tht eaiifit>t*t of Seutlviattt Atlt tmpsmtimlf 
powr iswr iioiie«»f tmush ou^xtt por tkt«a i » l t t » than 
m outpiit of BrltalUk^ 
Iliet9 ^ mt enffoti any ftxod xolat|onalilf» fcotwoaii 
iiaehifMi tacDnology ami pxo^tlvity* In mm eaita tht «»latiofith^ 
flat elott imA ^ m m tR othar «a£»s« althairt tt I t net 
nail nszfcod et <fl4 not mm U •Klet at « l l « thia vartatton It ^ 
to th« fact that the aeoneiile uaa of ttaehtnait dapandt on a nwisoY of 
faetoYt iMCh at tht aitployaent conditlonti i»rallal>lllty of »aw natttlal 
mi tlw 4t9xet of Kaehlna ^ehnolo i^r aliraa y^ dtvtloptd In a eevntty* 
Mt avt In a petition to tsy that I f other thlngt »M»«III tiawt 
tht adoiotlon of naehint taehnology mi ^ i t t of Itt lipatt on 
pzo^etlvlty iltptnat on a nuthtr of faotort iMeh hsum ati!ta<iy btan 
••ntlonatf n^ bow* 
In tht pioatnt tcofealc mt%4 of vapid Indiiatxitlltatlon tnd 
Inoitatlng pzoduetlon* Indttttrlol tfflelaney or pnauetlvlty ttat e«aw 
tt aequlrt a naw awanli^  md oatvltt a a t t i ^ of Hw all tht 
itndax i^tvtlopad eountrlaa. £eono*lttt» Industrlalltttt aaploytrt* 
aaployttt and Stattt* all attath a ntw tignlfleanet to Indiitttltl 
•fflcltney and htll It at a factor that would purvty t hlohtr tttndtid 
of Ilvln9 for any country* I t hat now eont to ht rtoofinlitd tiy t i l 
I* Rottati Lt QOiparatlvt pioductlvlty In Britltfh and MMrlecn 
Imtoatry* i^*olt« pp« 
IneoBt t n c ^ iiid« «oftt«<|utfttIy« th* &tiiid«iit of living of • 
mmtsy ts tow Iwoattt* i t » •ffi«l«fie^ I t tow aod 
ll»f«r»|fig to m titghoar stcndaid of }lvtn@ In ^ to 
0 ftlatlvoly htft^r pvoduetlvtly* Sir e« CalQiit In hit Plomilng (^Idti 
for tfi^otinp wtittti **!« t f f « « t 1% hat 9l¥tfi m not o^ly hm$A md 
imttoir* Isiit IM noil.* $i»llotlY« Lenin mmiMt «i^fetfiietlvlty 
of lolwur. I«» In tlit oiia» ^ isoot l i ^ s t ^ t nattoar* tim #»stintl«l 
Mttot ior tl)o victoxv of ouir toeia Mxv Mtnon, writing 
In tilt Sn^lA io tar ©sittt* tiao 4Ri|»h«tlM#i *«l»xoauotivlt|^ It lifpoitiint 
liteiiato thit I t th» only way to Indiaet^lfil fixogxttft m rltlfi^ 
of living** 
In^tttial offloloney. In offnott i t Isountf to oonnoettil 
witti & tow i « t l InooBo tm In fi^toctiitneo t Sow «ttndis»S of living* 
Th« low iJMidiiollvlty of wotleing fi0{siil«tl0n of Atit It Indlxtetly i*t|>en» 
tlblo for tt)t low Ineoet of tht ptopit hifo «t i^tottnit It tht 
teatlttt In ^ world* ^  
Pzodootlvity ctntoloutnttt It tito gathtrlng gxounO In Intfit* 
Thi Stglontl psocKiotlvlty Oounell which wtt fonmt In 1998^  dtflntil 
ftsoatetlvlty tt tht »rttlo of thi goodt ma ttivlett |ito«ictd**» l.o* 
oiitfsut of wttlth to tht intHit of rttoorott xoqolrt^ lOr tht pro^etlon* 
Tht rttoufctt Inelttdt mm^  |x>wtr» otplttlt HiOhlntt tnd •tterltltf tte** 
Ihlt i|tflnltlon» tsy Inoltidlng powtr, eipltil* titeliint, tt i* In tht i l t t 
of rtsoiizett io<|iili«d for pxotluctlon, tt^tt t tlgnlflotnl itoptrtort 
iron tht eonvtntlonti conetpt of IntSotttltl tffleltney whtitln tMi ratio 
I* Atlan fitglonti Oonftxtnet of tht uuo» mt att lOtyo In Stpttnhtr 
t m drtw polnttd ttttntlon to thlt ftet* 
of mitiMit had tstan fimly 2Snk«d with ^ «omiq»fidlii9 titoour Ix^t 
mi 9l¥t» • mi4» Mfitt taits* In t)»» imM* 
« f tilt to lilt it9ioii«l |»«io«ieti¥ltf OOiifi«ilt *Iftet«att 
of pMKttietlvlty Sapitt* tiw flndSiiit iHit of • l»ttt«» wff to ui i l l t* 
tht v o i ^ t to«tf wtf t»toutc*t of |»x«dii6tSdii» tn U ptedue* 
NOXFI and l»tUT E^ODVY at IOWIJP c^tt* I t* dl»J«6tlv« I t ^ t&lU 
pmptt^ em«l* f i t uttlittloa fht totiif iiseiil«itt» MAttirltlt mA 
mmaf Hte nsxliitttng In omltf tt yl^ld « t mmt geodt tnd 
•ttviriets at |)ettll>l«f #f ttlndt « t t t tiifittd hf tht <»it««itvt» tt 
^ loiveti fOttlblt «ettt In a ney tlidt ^ t not Itatf to ttelal 
islatfesi mft^m m^ that ^ pxaQrflnait of pvotiaetlvlty f l i t 
In with ^ eirarall plant uf of flie e^trr*** 
DlfC^ttlon In titt s»ttetdtfig f»a»@it^lit I t ataifidiantlf 
ettar that ^twtlepMnt of eotton taiitllt IdAittty f^xt^tttpptttt i^vovt* 
mmt l » f^j^duetlvlty^ m outeent of aodtsnltatloiw Htw In to 
know tt» txaet potltlon of Xn^lanttxtllt Induatvy In tim fltl<l of 
piocittetlvlty an<t <l*tltablllty for lapcovaatnt ttnotigh twdtfnlta-
tlOAy I t It fisoper to liavt a eo^paratlvo tttNfy of pm^etivHv aohlt^ i^Mntt 
lay thit In^ttty tht mwM ovtt* 
mm t»ol»ileal Innavatlont and aeatiftltttloftt «st t<liln$ plaot 
at a fatt pttm alt m*w tht «orl<l In tht «ott>m ttxtllt litdtittfy* Tht 
objtet I t to ttplaet old utohlntay by iMdtsn ofM tintt thIt hat ^ 
tdvantagt of tllitlfiatlft^ oulHtedtd Mtthedt of |^ xoduetlon end of »aioi?lii9 
tht ntttf for teet of tht ttadltlonal akitia iihloh havt new htoea» 
stdundant dut ta pxofitaa In ttel«i0l09y« tn Kott of tht ttxtllo titnofao* 
tofino oountHtt of tha world gvtat titldtt hgvt bttn tak«i ^ a i d t t 
fkfll«r utllitatlef) of «ixeH mm and advonetd tiehntcfOtB In yaxn atitf 
etoth pwilttetloii* Tilt k«ynot* of thti pfOQtttt Is •fjtt^lftllMtieni 
iimdst^itftttofiy «K>vlitfi9 with Itt^t paekngftsi sltoftmifig th* pieetts 
In th* i^lnalft§ nllly t(ifttallstl@a et mim&tie leeist* aii^ 
«oiitfltS0Aln9 In ttit Uttotf md 9«n«rally tp^tdlfta up tht p«e« « f ii»flt« 
tn othiY I»e«ej»»lfi9 itten^ta exe i»lfi9 to •ttsln effleloney 
ind oeenoay In f^foduetion tsf iDttslling mfm&tU neoMiiefy mA hff 
ib6»t3nlng tlit pmmmlnQ fsttheudt, ^ i ^ l r ^ piftleifldx>lv th« 
wtavtng pxoeoftof htftm ventuivd th® v i t « ^s t tM f)itt twuft^ 
yoart md tho mat wiil hmn **et«n Qftater tn titft ttefflnot 
•qol|9MRt and outlook of tht «tiv|iif ifu^stfy alfieo «li» flyst Induatrlal 
fiovolutloii.** Aiecox^ tnf to t l » Ttxtll* Corailtttt of tUm Hittsiiatloiial 
i i ^ r Oznanloailont «v««y offorl boon eaito m^ eontlttua* to ^ ttiiio 
by tiso {>«rtloa eonetsnail to up liittoduetlon of toelmologloal 
cliangt le all taxtU* psodiieln^ «oi!»itHoei notsMy Auatrlot actohotlovalela» 
Finland* foat <ktmmy% lataolf tha ll*S«S«ll« and tlta tfnttod 
KinQdon* At voQaxdt llust»la» ^ t*t«0« Toiftllo OMwIttat obaoxvaa» 
'^tha laaln objoetlva ha* boon to fcottof ociiilp th# ln<^istty to atot Int0f<» 
national eoiQittitlon «nd» In tlia long ti»i« to etaata giftatar aaployaant 
0|»p0rtiinitl«t* Pxovlalon I t »ada In ttoia eolloetlva agmeant In fovea 
§ot t3em allooatlon of leoto ataehlnat f»et opavatlva** 
Tha ooMKlttaa xtportt that In «teh hat httn dona In 
tha f&tld of ataehanltatlont autmatlon and gtnaral Inpyovoiiant of 
pxo(^etlon proeoatati at «o l l at in togaid to all found nodtmltation 
of faetovy pmilttt*^ In xogand to tha ftapublle of Gtiaiatty» 
I* I»UO« 1»ytllo Ceaa»lttoa« Sovantaonth Sattion, Oantva 1969-
Otnaral ItapoxVI 
2. tbid. p* 30* 
^mrnHiUA of thi ttttfhlfitiy wat ^mt 40 yt«r» «ld» About dO jptjr «Mit 
of thi ain9 40 y t m ol^t dO p«t etnt mm w w 20 
-yttjrt oldf alaiiit BO • « « i t H tht loetts mti* laoM tliiik 310 V«trt 
of liiieli simt l^ alf « t i « laoye than 40 ysars ol<l« to 
tht m i m Cottoo Mtll$ ef tht I& nllltoA In 1940 
iita^y atlllon tpkaUt am of origin* tt ten* 
pt«e«i» ttset^lMfr «• •• lera It still btlt^ In thi eoiintfy« 
In f t «0ii b* tald t)««t In laott of th» MlUtg th» Mttehlnftsy 
In »•§ t » 0l<f| worn unit i»Kt out-«o<^« At smy pl«e«t» 
t»«i condition, nm ttiulisiMfit tMi» btceiwi a ll®Hllty on liidutttyi 
«• i t vltlat«« tht quality of » l l l liiex«atft ^ eo»t of 
pxodvetlon «iiil umitteotsMry strain on tht wozfcoy* 
fivt poor condition of o<|iilpMHit In Indian ttxtftto In^stiy It 
tint to ^ faot that t i l l v«ry r«etntly no sorlou* attan i^t hao ht«n 
/ 
aado to f^odttnlt* tht Industry* T^ly ipoaklngi thort It m eohtrtnt 
r— 
hittoty of nodtsfiltatlon In India* Sxctptlng Botthay and AlvMdabadi 
tht history of oiodtmliatlon I t nothlns mm ^an ohxonolooloal zoeord 
of varlottt a t t ^ t ^ t t havo httn nadt to Intxoduot nodomltatlon In 
cotton ttxtll* Indiittry* Tht history la mm or lots « dlinol pleturo 
of paspttual tu9 of war and a contlmiad atmoolt httwtM tht iiantgtfitnt 
and lafcour whtioln folllet and ttrlout aett of eotatlttlon and otilstlon 
•ft ^Mffid prenlntntly ptinttd* Tht ithottr Unlonst vdilch h«vt leoetly 
bttn guldtd hy oxttrlor and polltloal a»tlvat« havt hotn primarily 
zospontlblt of tht abstnet of tvan a mdlatntsxy prootftt In this 
dlrt«tlon« SIgnlfleant progitst of •odtmlsatlon It vlolblt lo thi 
a l l l t which havt bttn t t tabl l^d afttr 1947 and thut htd tht opportunity 
of vdUonalittlng ttwl» wosltlii^  twm Urn vtty «tett tntf In tin 
IfidlvtiSusl tmitt that «ouia eavty thQ lalaoiHr <if a l l t i wltli 
thm thtougti pufius&loiit fi«(|0tiatl9fit or«o«f«iofi» 
iipiltxnlsati^ m In tlw ihm of *»lfivl»i)cy !•«• not 
«ttM|)t»d In ^ eotmtty t i a 1926* In the ytii? 199t» tht favtff 
S»aKd toftotx*^ t0 th* nt«*gaHf inettastii «ffie|Mi#f intf l itgt 
|it» <)|)tt«tlhf9« atUs In sswfcay 6llly# I t 
•mntlonie ttuit tmwim nm^t iwskwi aftif ^ • 
In Siidl9 nat 180 a« eai^cf^d 940 to S60 In airland und t^ tSQ In 
«ht ll^tad at«ttts, fh» nuMlwt of loMo to ly$r « In 
0nl«t{l {Ctn^ dsn awriiitd 4 to md In tfw Unltatf Stattt i«lill« In 
India I t wat uitially 
fha •tm fiotttton allgtit ehansat i t l l l «antlisit»a and hatt 
thtxtfof^t »»tulttd In ttw seeuoitlatlon of old and mtim •qulp«tnt 
«i|tli all It* avll •ffaeft on tlsa i^toduetlvlty of tlii taittllo Indttftty 
Md tiane* m all ttm pattlaa eoncacntd* «ii|>lov«r» and 
eenaiiiMix« 
Tha tatnlnga of textllt noxkara In this eountty wight lit lov 
txit tha nat t f^oduetloii par unit of noiliav «ra» not hlijh. Itila vlaw la 
l ^ l y auppoftad by Tafclo- XVII i^leh Qlvaa Intatnatlonal »)a|>«rlaon of 
Yaxn pMditctlon par twxkot* 
fhi Tabia pmnlnantly brlngt out tht faet that India atMdt 
OR thi lowaat nm^ of tha laddor In thi aattav of yam pxodoetlon par 
wofkat In tha «o»ld. Oo«pai«d with India* t psoduetlon « f 2*746 leg* 
par noxkor par annuel It eoiMa to 4,486 In d^^Sf In P!tanea« 
mMMMjmmmmjm 
ll9tlt*» V«ifi Ymmi l>i«<jksetloii 
in Sptnning Pimactim P®*" 
I* OtnBiii um 4*960 
PInltfUt 2>dB0 I»i860 7tm 
% li»tt Otmany mum 
4. ««262 34*490 
IO5»«O0 
6. fxmm 
70»9S0 
Italy 3«442 
4»4M 
10* India dfS&fOQO 2*746 
U«K« Cotton 6o«x«i| Cotton ir^ oirld St3tl«tl«ti ^ 
In In FlnlMid md in 
nigh i^ soduetlon of y»m ptir Moriitx p»r ym tn othtr 
eoimt]rl«» It aatnly on «ecoufit of a hlgMr wotlt attlgfttont In ttiot* 
countrttt «• eovpexttd to {ndl«« Hiit It elotrly llluitir^tw} In 
uu— miu 
Tlw itbl* Olocrly Indlotto* th«t In coiipftriMn to tho toxtllo 
woxioy* of othtr «st;nt»l«t» rr.oi«ii workor hgfiditt tho l««ot moimt of 
«H>ilc. Whotto* In U.S.A. • woxktr hmdlot ftoii l»00 2fl00 tplndlot 
- ( S 9 K 
asimmy mstmm OP spimus 
llfDtA 490 ^ 903 
UNITS!) STATES 1,900 to 2il00 
J^m t«dOO to 2»400 
mttm 800 
sguiicii Gotten mH4 sutuitm «ftd Ttxiilt 
Coe»ti«i0fl*M BuUttln. 
iAd lJi J«i»in txm l»600 ^ ^indletf Hi lisdi«n haiidl** 
tmm 450 to 500 
Olio of t l « ]!««iofi« toT tttati e l of fair* t « ilit «N>«II out 
and Ottt-iKMltd <^(iltioii of ttxtllo meehlfitfyy m^soas In etht« 
eouDttUt ^ eat» l « Just vtvtrw, Slvtv^feuv P«r otnt of tin 
•ptRfilng •quSiintiit in the Jipanoat cotton al l l tiwlutixy !• only 
8 yoatt ol<! at pvtMfitt in Oomamy per eont of tht eottw spinning 
eapaolty not mm %hm 10 yoat* oldi In p i^neo 80 p^t etnt of tho 
tptodUt In 1963 «•»§ lots thwi 10 yoatt oldf «ftiilt In tl*S*A* t5 ptr 
eont of tho iplntllot woxtod In 1954 hw l)»tn ««pl«otd by mm ono«*^ 
In lodit mich of ttto Mill otttiliMtnt l » vtty old* Tho miAtim 
party for tha 0»tton Taxtllo tnduatry !)«• f l i tnl^d uatfui Infomatlon 
l« IliiierandiMt sutelttad by tha Indl^ Ootton Mllla !%daratlon« Eoaibayt 
to tha Saeond Oantral »a9* Boazd for tht Cotton Taxtllo Induttry 
In Ootobar 19«5t pp» 9-10* 
•CW)-
xtgaasllitg tht s tat * of th« induttiy't {>xo^ettvt >achttitfir» the 
lellowSfig flfjuctt eonpllod ftom Its mport iii(ll«a1i« t}i« tsttnt to 
whieh tho looBi bting «|>orat§ii by tmftan nllls htvt fetecM tfitSquattcT. 
mM:m 
Rtgion 
Onits* 
Ho* of Ho«of lotnt looese Ho«of loon* 
« i l l t liiitallmf Sfi»t«litil 
Bombay olty m • 32,015 ii,«ii 5,532 
Alnwdabad m 3»oao 3,900 13*698 
Delhi & tl«P« 10 3|044 3,866 2t68t 
Ooi»b«to«a 11 67$ m 200 
Madhye Pradesh 6 3,570 5t3 
Madhya Bharat 8 2,266 2,866 440 
lOtM.1 111 23,130 
1t)t table €l«arly IndUattt thet out of 111 ifiillt t^mfd 
about 50 cant looms «tt m n than 60 yoata olii* abcmt 25 |>ar eant 
•rt in the aga gxoup of 45 to 60 years whaxeaa only 25 pe» cant ai« 
lest ^an 45 yaam old* 
These AYE no oxdffissy IOOMS in the Unitad States and Japan 
n^zft all tha loons Installed axa now autottitle* |n othev countries, 
the percental of autoBatle loont vai^ iea faetween 40 to 90 p*t eent* 
Ooaipaxed to this, India has got only 16 pair oant autoaatio loons* 
nostly installed In xaeent yeaira as a me»mm to boost export drive. 
I^9t»tlii9 loo* •h«df tht «tatt of nod««nltattoii In tli» eottmi 
ttvtll* iiiduttty « f til* worl^ ean bt fieai tht f«llow$fig 
im^zM 
mmiAnc uootts OR worn YIW SEVIC^S m a 
oouiiw 1956 I9i3 196f 1961 
VfttlH) STAIBS 100 100 100 too 
H.A* 81 100 100 
Ctnada 99 99 99.6 
Otmatfe 90 9».9 As 
Btlfluii 29 42 i l »9 
Franet m 
tfttt Gi$mmf m m n 
Ptkivtm N.IU 69*4 
Onlftd Kin^ doM IS n 42«2 ma 
India 6 16 16.4 m s 
SOUBCEi (1) UUO» T*xt|l« €Qmltt««» S»v*ftth St»>ton* (StMirt 
i m ( for 19S6 & H g a f ) * 
( i l ) Hma^ book of St«tlttl«t on Cotton Tontllo Induetiy 
|9«ix«hiw<f kff tht tnd&tf» Cotton atlllt Pidtrationt 
loiitoty. ftbiuaty 1969 {fow S96t fIgtiMt}* 
( i l l ) tm EeononSo Tiitet« StptCfDlttr m i (iov flsuxtt) 
Sn tht Ttblt^ India find tht lowttt pltet not only lit th* 
ptMtnttsit of Mtoietle loose hit «lto In tht potetniast Inettatt* 
ffhttttt ptfconttgt of «itoi»tlo looiit In 7 out of 10 eountvlti i t isttwttn 
B tnd too. In tno ooiint»ltt It I t Utmm md 72«7| In Indtt It 
I t only 17«3« mw99mt$ in th* fat« of p»)Sf««t itttoiittlon» 
I t thit ^ i U othtrt tunning India 1* thlnktns In t*»is of 
taking • st«tt* Ourif^ in C«iaanvt th«i« I t 12S emit 
inexttct tn instatiaiioR of auteiiatic locin«t In tho im^^m 
It leoio dSS per etnt. QitHng 1963^7 In Btlglxim Iht inexott* 
It 100 pmU fiyt In eatt of India* ttM Inettitt diitinf 
It onty e ^ r etnt* 
Hot only tht woxk «atlgnesitn It low In Inditt l^t tht 
offleltney of «aettlnt It alto v«fy low* Indicating th* baeltifaxd natuft 
of naehlnaiy nu) filant of t ) » eountiy* It isadt evldtntly oitar 
by ttia following taWa giving Inttxnatlonal coisparlton of yt*« production 
par tplfidia Installed par hour isozlied* 
m s s B i 
VAAW Pmmmm PER SPINPIE mm mwm 
1960 1964 
All oountrlat - o*om ©•0171 
Group I Ooufttrlot 0*0141 0*0197 0.01i6 
Qxoiip II OMmtrlaa 0.0)3& 0*0136 
Japan 0.0IM 0.01SS 0*0171 
India o«oia9 0.011$ 0«0lld 
K.Bi LItt of OxoupIOoiintryi Au«t»alla» iluatvla* C^tdat »at«itxk« 
Balgiuttt Franca* W-aaxsany, Italy* flfirwayt Swtdant 
t ir«8*A» 
i lat of Groitp I I Oountrlatt Hong Keng» India* Paklttan* 
Itraal* Maxleot Rapubllc of Cbint, and Koxott 
Sptln* Ibikay trxJ 
SOmRCSt COatpllad tnm tha Cotton World StatlatUt* 
Ktirt too* lndl« t m * thi leN«»t t» 
th» ymft pvo^tioii «plndl« hour «M»xt«it In all eotmtrtct It 
0«6l7|ft in Gmip-»t eouittylt«. It It 0«0186c ^ ^^  0*001. 
tntf tvtfi Iff IfidustrlaUy OxettMl eoumti'ltt It I t 0«0i36» 
In east of Zftdit I t It only Q*011d« At ftgtt^t |>xo9i«tt litta«t«l 
If} t i l oattt txctpt Qfoup-Xl ooufittltt and India tt^m It 
t ntxtetd l£i|»xoimn«« In ottt of aftmp-tl ceiintvitt end Sndit fhtxt 
I t & d^ iRhnrtsd tftnd* Htit toof tht tttnd In « t f t of India 
i t to « eontldtrtlblo ticttnt (fxm 0*0129 O»0I1$) whtxwat It I t 
Intlfinlfleint In ettt of €iouf» IS o^t ir l t t Cfteai 0«0l3ir to 0»0I36)« 
At a xotnlt of M ^ r woxk t t t l ^ tn t ootipltd ^ ^ nodtm 
g>ltiit end et6}ilntxy« ^ l i ^ i a r eott unit In othtJr oountrltt It 
•ueti low tt to India* Hitt It tvlt^nt fwm ttw following 
tablooxts* 
7.mm rMU 
f ^ m m m t ^ m m 
f f r 100 tplnditt 100 t««ilt 
"""""'la'" — 
Indit U m ISfOOO 
l^itopt WO 9f000 
SOURCii Steond otntynl irtgt Boaxd Rtporl fox tht 
Cotton Toxtllt Xnduttty« p»ll 
tbt tablo olttHy Indlcattt that tot hwidllnf 1000 tplndloti 
tvtvaot ttonthly wv^ «ott eontt to Rt<k In ottt of India whll* 
In ettt of Euxopt It I t only Rt* 900* Stellar potltlon It wltnotttd 
In «ttt of hMidllns of 100 lootitt wlwtt avtragt iNmthly oii|»tndltit«o 
momf to As* In of Iixlla wttllt «icpftndltii»i m ttitt 
htttf «oait» only td Us. 9f000 tn Euxofjt* tt It aiaifily <fu» to tht 
fact that «oi« woirfs ts $iqs®|pvt«ed by tht mrnp r^n labour tf>an hia 
indlsfi eounteiptaft* Cn ynitod €i«t«s out li«ftdle« 611 onttmatt^  
looii«* tn Japan to 48 gutomotU loon«« In Brttdlfi 6 ox^lnt?y 
loo»t wt#i»«t In Ifitfte only 2 looat ex* by on* notkoir*^  
Vhll* •fftel»f^ey of th» Iiidlen ootton 
ai l i indu«t*y with ito «>iint*»pftrt In othtir eowitrloo It «N»I1<$ BT 
Intftxottinf to co^ftft tht eoii|>o»lt|on of Itbout love* in «iif«iv*fit 
<^witfi*e tht dilfftztnc* p>*v«ilin9 l»t«t*n wo9*« of mrn and nORon. 
OF WM mftcg mn smtm m 
aOUUTRY 
wag* oaxtitr* ^ » o^ nal* w'a^ 
at poretntag* of all •atntars at p*x«tnti^t of 
, „ • mm tflmgKt s^smjsLMaSAJsmjmm* 
m4 m/9 1994 ,,,,19^. 
Mittria 68*0 70.6 
Bal^ itMk 49.S 147 191 
Canada 34.5 141 144 
Flnlind TO.? 134 133 
««Ga»i«ny 59.A 133 129 
Italy m 
Haw ZaalMd 48.1 91.2 170 171 
Noiway 63.2 61.0 141 138 
miuttima 60.1 142 149 
Unltad Klngdoai 94.3 192 193 
JlpHI • 78.0 179 
India 8*4 6.9(1958) 128 121(1998) 
Paklatan 9»6(i9S7) • 
• 9.6 
y^alavia er.o 67.8 132(1999) 136 
SOURCei x,t*0. TtxtUt OoMRittto, Savtnth S**alon <3tntvatl963t 
Ropoirt St 8Uf>|>l*Mint 
!• Ootton liond Statlatle* and Ttytila OoMiiationtra Bull*t|n« 
rabl« XXIIX el«trly thowt « preddniliitfit potltiofi of f iet l* 
lobour in all c^MfntfitSf •xetjptinQ PatctttM «nd U«A«f{« Itpan 
IftMt* with 18 pit emi ItBialt IstNKit etosely IOIIOWIIKI li^ y FtAlantf 
(19.7 pet €ant)t luattta (10«6 pat eifit) and Italy pat cant)* 
Tha le^ftant thing that attikaa $a that avan tha atoat «onaatvatlva 
cauntty* lika Pafclatadf aaiployad emta faeala wotkata in 1957 
than It m In t9$4 (only Sn In^lot tha pletura waa Jttat tha 
tavatsa and tha fifuta of 8«4 pat eant in I9&4 lutthat almepad to 
par cant tn 1996. ivan tl.A.R. ai^loyad a mch h i ^ t patcisntasa of 
f«oai« I about aa ooeipated to In<$l9« 
tha laat tm eoliamt of ^a tabia eiaatly intfiaata that 
aaxninfa of ttaie iiotttatfi ata vaty high aa ooipetad to tht mmin^w 
of famala ivatkata in all tha countxiku In India* tha gsp t^^aen 
tha two aamlnga le tha naxtotraat. Moraovat* tha In India haa 
flitthat nattosfatf dom dutlna tha yasti ifhila H has actually widanad 
in »ost of tha eounttiaa* indleating a fUtthat iil l In tha waga «eat 
in thoaa eounttlaa i^lla i t Inotaaaad in India. 
Tha wonan awployad taptaaant 73 pat cant of the taxtila lahout 
fotea* Thia latga»aoala intioductlon of faisala labout in tha induatty 
waa atiMulatad by a nwhat of faetora» including dav«lojas«nts in 
Maehaniaation and autoaation «(hich hava »ada ivotk aaaiat* md tha 
iKptovavant of mmm*B ocoT'Ctional akilla.^ 
Japan* baaidaa having tha advantaga of lat^ ra faitala labout 
fotea* haa got m additional advanta^ a In having a ptapottion of 
I . I»U0« Tantlla Connlttaai S#vanth Saaaion* •p.eit* pp« Sft and 79* 
tif»«rfrt«<i iMMMrt In th« tot«l lab^uir loyee« In memhtft 1960* 
tht nuabtt of f«Ma|t t^ tfe i^rs et %h§ t p ftoup In tfit ttn imjloi' 
•piimir^ MIU* In Juptn pftr eent ef-^ the. J^tal fmalti 
aiy 93.7 |>er ctnt ^f th«» wtf® iindet 30 ef It 
la o!Nrlo»t that tueh it |^s«tiitsfft of youn^  end mmmmM #«•»«!• 
lelxwf HOfking hsx^  Qot^amtlvoly ws t^o to? a i^tiiio 
asftietS l i fe will glvt s^ar^t^ to ttso Tt»ttl« 
of S^m lioth in mattof of olliolefiey wi^t <^6t. 
Ino*«tii if» the tosctll* pxe^aetlvlty in of 
Ji^m ll*S«S*R» ava aaofllxKl to ttie of tht 
Industry aod «h© oonstent Smpmvmmnt of psra^ction tacWil<|ut». 1» 
the ISadtral UNipabllc of eamtfiy pto^itetion sm ptoductlvlty hm* irisaii 
In tfia aim piopirllont i^ ttti i^foduotlvlty allfhtly aliaad of 
pjNK^otion figtitta. 
In tl^ i>xo<litet|vlty In tho ^liming Initeatfy tiat 
Ineraaaad liiy par eant and In tht wtairlng Industfy tty 7 eant 
float 1958 - m* In A(ttttia« tliasa la a fantaatle Inoirtaat In taxtllo 
pxo«iittotlvity at m avavi^ rata of S par oont fwr yaaiw In OnltaH 
Kingiioitt i^lch vfa tha last to taka oometlva iiaaauroa to teprova tht 
health of Ita alektning ttNtlla ln(^atcy» we>iriK*atiKly haa htan aeeaj»ta<l 
hf the ta>tll* Incfustry at hainf eonplliitiitary to taehnleal ehan^ 
md It eafrlaa ganaral aiipport of aiiploy«ya» organlaatlona and trade 
a unSona, 
I. I«L.Q« Tixtlla Comlttee, Saventh Seaalont op* olt* |«a 
2* Ibid, 41 
3* Ibldt p« 160 
A atudy of tlw •ffltimtsy twnd* of t t « Sndlan 
cotton nlll iTH^ttry with othtr countrlvt will 1m tnconpltt* wltlwut 
havlfis m l<l«a e l tfm in tfm l«9(tU* Umwtwf ovtt 
tN» inwragt •affilngt In itll iiaauf«etti!rtn9* PoUowIng til>l« « 
em^Mwathm pietutt et tht vatlou* eountrUa tn ttil* 
nif 
m m mnm, f^ A . r-r-TT.. 
ODUHISV I9»3 m 6 I9m 
Mlttfflo 83.4 60.9 te«2 
Canada 
franca - e4»5 83.0 
Italy 84.6 80* S 
United Klngitoat 8T.0 83.0 82.S 
imitad Ste1»t n .4 
• 
Japan 63.9 62.1 63.4 
India 100.4 101.0 104.9 
l»aleUtin m o 69.0 8B«i 
V.A.R. 102.2 99.» 98.1 
SOURCEi I«ijO« Ttxtll« OocMlttMf S»v*ntli Settlftrtf 
Hw UbI* tliowt that ttKtll« «r«9ts tx* hlQh»tt In Indtt In 
eoK9)arlaoA to wa9«t In other ^(iduttri«B« 7H« ftdat dloautotlng f^ atHito 
In thit v»9p»e% Ift thot during th« pisriod the peveMitaga of 
-(68)-
ttxtll* wagt* in IniU H»t f^vther iiievtaA t^t ivsm 106.4 t6 I04,9. 
I t Sntt]r««tlftg to net* that during th» $mm fMiriod th» fMvetntigt 
of tMMtif ••mlttgt Hat ahayply dtelintd even tfl P^tstan f iM 100 
to 88.S. In tl.A.fl* alio ttw f>9«c*lit«g« h«t g»m iloi«n imlom 100* 
Jipan again hat tht dittinetlofi of having lowtat |)*i«tnta9t at 
tn tht abovt pava9»«i»ha broad atataiMtnt of iitduttirlal 
•ffieitncy In tht Indian ttxtllt induttry vla»»-vla tht ttictllt 
induatty of othar cowitriti hat bttn iiadt* Itvt aaata«atnt ttv^alt 
that tnHia atanda on tht lowtat xung of tht taddtr In tlia aattar « f 
yavn pzoduetlon pay woxktir pot yter at vftll at yam production par 
iplndlt hour MOtktd* tht hi^ h production of yaxn par wtxistr In othtr 
«ountrit8 la nalnly on account of hl^htr msk aati^ nietnt In thoM 
countrlaa at coaftaxtd to India* tn foroign tantlla namifaoturlng 
cotintyiat plant and tqulpMnt la n»m and aiodtm and la not aioro than 
10 or 19 ytara eld, whartat In m^t of tht Indian Bllla tht aiaehlntry 
in utt i t vtr^ old, worn out and out*4i»dtd and eontt in tht af!t group 
of 90 to 60 ytara* vhllt In othtr eountrlei tht ptretntagt of autonatlo 
leo»t varitt httiNitn 40 to t00>ln India It la only 16 par e»At* A 
foxtl^ tuotktr ia In a position to h ^ l t l»900 to 2»oe)0^lndl«» and 
40 to 60 iwtoaiatic looiia* whavtat ptrfomanet of an India wtfctr i t 
liiiltod to 900 tplndlta and 2 iooAt*^ 
I t ean now ht pointtd out without any ftat of oontradletlon 
that tht ttxtllt induatty in India dota not atand In coaparlaon with 
othtr eountritt In tht natttr of Induatrial tffioltney ditt to hl9h 
I* Rtport of tht Productivity ttm for Cotton and TtKtllt Induatry* 
labour «ott ynlt of pte<liietl«fi In India, «hll» IndustHal 
•fllcltney It on tt» im f t v t In otlwv ewtntrltSf i t l « •tlllii mm 
or ttagniift In India and In mm « « i * t has actually Utellitad*^ 
If no «haek la njplitd on this downwai^  tiond of produetlvlty* 
thtf* Id hmnH to t>« a liirttwr Inertaat In tai^faeltorlnf eoatt en^  
a ttlffanlng of iiK>nmia«ir roaletanet- at horn (md al^ oad ^ buy cotton 
toxtUo. Sueh a «tatt of sffairs Is ^ xtaitlir « f eontlmtad utt of 
outdatad aiethodt of i^ foduotlon, Hw inad#<|uat« us* of iNHMr 
tools or tht ita* of ^mtl^atoi} onos |»at|)etuat«8 low pfociuetlvltyt low 
pwt^ttivity Uads ttl^ costs and low wi^st low wagss Itttp down 
{Hirchatlnf |»owiir and diaiandt ^ low dtnand tnfo»sst low pzotbetlon* 
This vleleus eirels Is tlM sain tmvt of tti» povtrty of IffMSustrlelly 
baekwaxd cotmtrtos. m must sssk tho tarll«st oppoirtunll^  to OOSHI 
out of this vicious clrcls* ?h» only way to tmik through It and to 
achlsvo a filshtr atandatd of living for all through ttm ti«i of 
ffiodasn eiplisnant and aiathedft» so that ws nay psoducs <|uallty goods 
at rsosonabia priea wll^ gvtatsr oapaelty to pay highar wagss than 
balort* in short* propar l«plansnt«tlon of nodemlsatlon will aakt 
It posslhia to assign nora wo»k to tho wotftsrs and achlovs an Incraaso 
In output of (luallty goods* It will chsek tl* dmmatd trsnd of 
pnoduetlvlty and will enhanet pioductlvlty at « l l lavals. 
In a staadlly shrinking and kaanly eooipatltlva world natkot 
and waak position of hona marlcat for toxtllaSf Inslstsnes on ths 
ststus <iuo would provs ealasltous f io» tha point of vlaw of ouports 
tfid hosM eonsuiptlon* thartfOrt» In tha fact of such ovor growing 
I. Raport of tha irorklng Party for ths Taxtllt industiY W60, 
ehalltngtt th# Iftditstty iMtn tepmt ^ «• to Is* In a position to 
•am valusblo fovelfn •iroh«rigt and to kaap the prieot of eloti) at 
a Matonabia l«vai« Tb&s will itiesaaat maxlsat nattonally aa woll aa 
Intaffiationallr ami alae tncioaaa pt» eaplta eofiaiii|>tlon of eloth 
to iia«Sfni» |tosail>lo oxtaAt* 
Blatng piodiiction ooatt« (}*|»latoi) flft4^eta« aavatt coKpititiofit 
higlm* pYleaa and abortaga of raw wataelal* out*datad «nd mm mit 
plant end maehinaty undita o^vaxniMant xatftlotioRa and ttw pxtaant 
ei-iala of faiiyav*a naikat e^ ra of t!w» at«in ptottlana fa^d by tlia 
4»tton taxtila indtiatry of India at psosant*^ Hfoiiloada In India 
» 
ax« ona of t)«t loiwiat and in aplta of ^ irdematiitdatlona of ttsa 
First 0«ntral tfi^}* Boatd vary Ilttla ptosrrata In this dlractlon haa 
Iwati f«{iloh at onca oonfxonta m with tha <iitaatl«n of a ipssdy 
l»pl«»aiit»tloR of aiodatftlaatloa aetM^a baaad on «Niit ttudloa and 
aftar providing tha naoaaaary Moxiiing eondltlona* In thia connaetlont 
i t la iioat partlnant to aantlon that a alxaabla part of wafaa In tha 
cotton taxtUa Indtiatty la not xalated with pxoduetl¥lty« 
wotlcloada art Intlaataly connaet<^ wl^ Inthittrlal afflelaney* 
tha fluabar of Haehlnaa looked aftar by an oparatlvot tht dittlaa 
pi»rfoii)iad by hln In connaotlon with tha jobf tha fflnlinuii production 
ha Is axpaetad to giva during Ma achadulad working haura* all hav* 
got a troMndous affaet on Induattlal afflclaney* 
voxkload aaalgnatantai on tha othar htndf ara highly aianabla 
to working condltlona ^ can ba Inotaaaad without any eorrtaponding 
U Indian Cotton Taxtila Bullatln. 1967, p. » 
2. Raport of tha Pioductlvity f i « i fdr Cotton and Taxtila Xndtiatry»p*87« 
Anh 
lne»tdM •train gnd f«tl9u* m tH» woitean ttifottgilt |»tO|>«» merit* 
•tudy ttehniqutt and J«t> avaiiiatlon •xptxt gat^mm* In ottitr 
woxdtt I t ntetit that Itbour pgoduettvtty e«n •atlly Dt tftettattd tindw 
Mlintlfte eof)dltii(Hnt* I f woiltload* «r« qIv^A to woittsre «ft«x-
pnapvar atMtiMntt n^nd fh* •«»• aM intvltcdi upward titm tint to ills* 
eommm*%U i^th le^iovinints In tti» ne^iddt « f ptoduetion and 
inttoduetlon of l»«tttr ttaeMnoty md wo^tig eondl^an*. 
By way of emflont I t nay bt polnfad out h#tt Hiat thoro 
ta no aaetoaanet and InvSolafcla Unit toatwoan hi^htr «otltload§ and 
Iftdiisttiel •ffielaney* t t I t pa»faetly faatllilo that Induattlal 
offleianoy atlQht fo up i^llot at tha aai« tiai«t woxiloada nay fo doiMi. 
Thit la so baeiAiaa Induatxtal afflelaney «lao iDOl««f«a tha pvoiiiottvlty 
of staeMnaa* SubslMitutlon of an old mA loaa «fflet«tit ead)lna lay 
a ^ttar and Imi^ zovad ona l i l l autoftatleolly Inetoaao Industttal 
afflelenoy and will atasultatiaoiialy radifoa tlw wotttload. tlila atonee 
lasda oa ^ a diffarant laaanln^ of piodtietlvltv* l*«* th« tm^atvlal 
•fflolanqf In gmaral and tha laboiDr pmduetivlty In peHli^lar* in 
tha fox»ar aanaa* an Ineraaaa In px^doetlvtty » t « t l t i aotoeatteatly 
by an advanea In pioduotlon taehn|<iuaa md to on» In tha latt«r. 
I t la tatatad to tha dallbarata affovia m&&m on tha pan of labottv 
undav a Qlvan aat of eondltlona*^ 
A coMparativa atudy of piodiietlvlty 4ata in taapaet of varloua 
taxtlla eanttaa of tha eountty unKiatakably il»e«t that thata 
haa baan hardly «iy appraelablo Inoraaaa in tha Induatvlal affielanoy 
1. imitad Itatlonat *Mathoda to Inetaaaa world Pfoduetlvlty"* ITomng 
Papar by tha Saofttary (San«ralt l^^t to 11« 
of thi tndttfitry «• • •iitet A tmpm^iv study of th« 
i. 
dat« tinet «ftov th« •nfotoaettni of the First Otniirtl 
9i«9* fttcQiiMfKlationSi ttvo^a th«t thtx* htt bttft thi 
t l t « tn VM •fflclin*^ m to ©th»r eotton acmtfac-
tuarlng oMMitiiot of ^ iwitld*^ TM« eoMitiy ha» alio tsoon isftfetlMia^ 
In xotfioet of Intioituetion of modatfilaatlon> S» fitett tho ptobiin 
of Kodtxfiltation !• eoAtimting alnet 30 yoairt In tn^lo mi bat not 
ev«n today* Thtt hsa tht oountty tn the 
last tow In th* iiattaar of tnduitrtal offiotoney* 
tn noat of tht Indian toxtilo s l l l t tht aaeMntfy In ust le 
net only vtxy olil but alto out of datt which hat htcimt tho atain 
reaaon fov poor <qptaUty» low pxodhtctlvity aRH) high ooot «r«l prlctt* 
mta a^tfaxnlaatlon far f«on bting a luxury i t ona of tht 
ureitnt nttd of tht Industiy* But inotallatlon of oxdlnaty looKt mi 
othtr out-of*4att tquifaiMintt though thay say tm weul<) at«i tht 
ptipttuation of pzoffuetlon aH»thodo imlch tein? ^Iteavtftd 
In othar ctuntrlta* Sn that tvtnt tht jf^iBtntal objtot of aodtxni* 
aatlon via* xttiuctlon In aiaRufaoturlng eoitt In offdtr to itlasilatt a 
hlghtr rata of conamaptlon at hoMt and to ortatt a widtr dtnand for 
tht pxodueta of tht Induatry fthroad would r^t bt fulfllltd* On tht 
othtr handt Modtm aiaehlntfy would tneblo tht worktr to Hicrtait tha 
tamlngt on a tealt whieh I t would ht br^talblt lot hUi to rtaoh i f 
im i t » t i t ly eonttnt with Binding ^ i^ joug ifitheot «odtmita» 
tion» tht natural taltnta of Indian woxktrt and ortftMtn trt bting 
I . MtMranduM prtatnttd to tht Stcond Ktgt Boazd I9«t tiy tht Ttxtllt 
UlllOMntrt* Ataociaftlon, Boaibay* hat drawn polnttd ttttntion towards 
thit fact. 
w«at«d In a tm» against Hodavn ta«iyiology* Unltaa and 
vi&tll thiiia woitari ata Iwlisad to pxcK^oi mm ^oda ar«d aiora 
waaltht naitNtr wa^ aa mx living atendo^a can tx ralaad. «a em 
not dlvidft »a do not fltat psoduea« Haftevt tha eliotca bafota 
Indit la not HatMwan Mdatn Indoatay and eld^fai^lonad Induattyt 
but Iwtivaan modaxn tnduatxy and no Industxf at aU« fhaia la no 
half-way tmimm tim, Eitbar India ahould build t tilghly pa^ oduetlva 
Hid hfljppy aoeiaty In which woxlcara hava, thanka to tha aodazn eaehlna 
taehnelogyt ««falnad thalt dignity, or |t ahall alrdc baek Into a 
prlKltlva tem of aoclaty with gtowtng povafty and ^spalr* 
tha natd of tha hour la» thatafoz^t to rahsbllltata t t « 
Indian faKtUa Industyy thxough a ^aady fimaaa of eodamlaatloii* 
thSsunfortunataly did not taka plaeai whieh la fUlty saflaotad 
In Hia figuxaa of a va»y low rlsa In Industrial afflclaney In India 
as coispaiad to othar countrlaa during tha Itat tan yaara*^ Tha 
iSM^atrlal afflolaney In tha Indian taxtlla Industry «ontlmiaa to 
ba at a low laval aa oowpavad to othar Important taxtlla oantraa 
of tha world* I t »ay ba apiphaalaad that pxolongad Inafflelaney la 
liica a procasa of «*aloir eonawptlon" and I f It la not affaetlvaly 
aradlcatad aoon, tha Indian taKtlla Industry will face dacli f^tuta 
«id wida spxaad eloauxaa with all attandad avila which fallow In 
Ita waka. 
COWailSIDMl 
Raeant davalopiianta in cotton taxtlla taoMwlogy hava raiultad 
In tha daaign of high spaad aathlnaa which ara aioza px«duotlva than 
U ftaport of tha Pxoduetlvity Um for Cotton Taxtlla induatry, 
-C74). 
«9fivtnttofiti Bachlntt. %>indl« afiMtft In India todaiy ast about 
X0«000 r*p«tt* frtiil* in alaoet all th» advtnead eoiuit»i«« i t I t 
ebout t»p*m* wl^ wnit an inett««§ in tha tnetd«n«« of tnd 
k}fft«fe«* It tkuf of ^Innlfig |« alto tiut to a •iitant 
ai tett aa wtxtrind It «ofieeftitd» thaxelos^* in tha tiaaar ftttui* 
thoiro ha eoneontratlon on stodtmisatlon of tlia ootton 
textUt induatry than on itKpaiislon* lbd«tfii«@tion would f«tuli in « 
strong, »tlf«>stll«nt Int^atty whoso invooteitnt on capital wnild 
iateh a battot xotttxn than on mm invotteant* ttfell* i^dtsnttatton 
«6tild 'aoivoevny pxvfolimsit Itt Mpl«mnUtim viill d^nd upon tha 
«vaU8l>lltty of adaciMatft lundt* tlodoxntaatlon al)ovo all thtngt 
ftotdt invatlMnt of htigt capital fcsids* Die na*t oha^tar « t t l » 
thavafoara, oetSaiato ttm fSnanelel »0{}uif0iiaftt» of e>od«i«iitatton. 
-ooOoo-
.<75). 
III 
FINANCXM, I^ Um&MBHTS VOti MODERNSSAHON 
In th» latt ithspUw I t !• eoneludtd thtt tti* biggttt 
pxoblw of MOdtmltfltteii of Oo t^ Tixttl* IiKhistyy of India 
I t « eapltftl jNN^ivtiB^t* If) the national •eenonie pitt ing, tho 
priority for nodomloiKtion i t gtnorelly fixod tftor taking Into 
oonoldtratlon Its fin^eial la^lloationt an«t collaring tho tan* 
with th§ eoBpatIng dtaaRd for capital fioiB othoy aootort of tlw 
•conooy* This chiptor hat| thiiolofot eoejHitod ttio flnanelal 
foqulrtaonta for iBOdosnicatlon* It i t propoaod to ojriiiino tht 
•eopa of nodtmitatlon In the f lr«t Inttaneo with • vlow to tattaa 
|tt fln«nolal nooOt In prqfHir parapoetlvo. 
Modomltatlon of an Induatiy ia ganttally rtgardod at a 
xopl#ea«ant not only of old, worn out, tmoeenonle or obaolata 
••ehinary but alao tha introduction of inodtMi taehiiquaa md nathoda^  
ao aa to anablo tha IndKiatry to ba o<iulppad with atodaxn aquipnant 
Anh 
iispwviiig tht ipttllty ef pteduetlon* lap t^ovlnf piodttetivlty» 
imit eostt production «nd ftlliwing tfp strain m 
tht But tht i«{>lac«ii*nt « f old iiaebttwt b^ iww en»« 
Immlvt* a nuiibtr oth^r cofitid*r«tidnf intf ibtit mitt 1m taktn 
lii«» aeedunt Sf» my tehtst of meatiiiisetlon. 
On« of tho ffifijor •ff«cta of »oil«s«itt0tton It m Inetoaat 
tf} tti* cost of «<tutf»Mifit and tht •dvi^tegftd of tROdtmiiaiion 
(iopond on tho txtont to «rMeh this tquipotent utill«Ni and nalntel-
noil* f^tl naehlnt utllttatSon Involvoo ^ sdo|»tl<m Iby iimo^tistnt 
ttw ti«na9»t|«| i^ills «)A\tcti m* the AttMitlal piri»ve<sitlettes of • 
BXNitoxn Ifttiitstvy* Tt»«t Inelwfo nalntonanoo of 900<f mi^im eonditiofi§» 
iiippiy of apptepHeU rtw iB«toH«lt mnS i^txt paH«t • pm/mr exgmS^ 
sttlon of ti^ir ir#«9u?ett tnetuding ssintanane* of good 
ieayst»t«l ftliitlon$» produotlon plsnnlng, training, 6to« Tbo Intro-
iftietlon of now aanasinMit ttehnl^as tueh ot quality eentfol« coat 
oontxolf msk atudyf ote.* i t « alto tiitntlat* THa le^laetentation of 
thttt praotlett att impertmt tvtn In o l^r untttf but In tht oontaset 
of tha hl^ h eott of oio<laxniaattoni thatf adoption in wHitffiiaad units 
i t iaparativt. 
fat tha nodaxniaation of cotton ^xtila indttatty of India in 
a tyataaiatic md plannad »annat i t la naeaatafy to find out ita ayaet 
xa<liiixt«anta and thair financial iiiplicationa tosathajr »ith tha 
ratoureaa t^ w nacaaaaxy finaneaa. with thia ond in v i t » tha pvoblaa 
of cotton taxtila int^stiry^ apacially tht psol>lt» of ita xaHabilit«tion 
and iiiodafniaation« havt haan tha aubjaet of aiany invaatigationa during 
tiM U«t imnfy fti» Votking I»«xty 1950 ind iht 
^qntyy OnmlttM I954| t)Mi T^xtll* Enctittiry Gointtttt 
Oomltttt) 1958i WofHSng €veu|» for ^tton ftxtl l t Indluttt^ I960t 
ttM Qmtp on T«iitil« lldchlfMiiry 1968t IN»tklii|| <l«(Myq» on 
|ttxtu« 1969 end sffvAtal bodle* hm geiit Into thii <iiiefitlon* 
feie this mm «usvtv» durinfi diffoxtnt periods wtf* 
eoftditctod Ijy th*tt to dtttfalne mm oitttnt of rthtHiltatlofi 
«nd »odt»nltattOfi toquitanmts*^ t « t m dtietl 8o«t of tla» In 
tht following 
Thite mtmy ms Invtstlgotion* »0¥0a that h»f9te tlw 
Koarld War SS «ht Indim T«ittll« tn^&twf was tvyliig to xoplseo 
I s ^ m tfid that too iiie^t&fully. I t oxpi^d It* bett ly aiiipt&fts 
mm pmotttflng Hie SoooAd ioirid ir«r «r«a |M»sfiii>f « 
»t«ppV Sntorli^ of ontrd-oirdlnAty |>ioditetlvlty. tit that tiiw, tlw 
(^voxiiBtnt isiuod • Rott of wafnin^ to lf)dutt»ltll«tt ffnorally 
that thty «Mild find thWKMlvot In difficulty at th« tnd of tH« i»«r 
and that pxoflt» end* dosing that potlod «NHi|d not kMi fvlttotod 
away fcy laxg* divldtnd distribution* But lfia|>lto of thitt weinlngtt 
In »«riy units profits hawo not baim eonstmd for tha Ibturt bmoflt 
of tha Industry and that largo divldsnds «*srt doelarod durUtg thoso 
1* Qusstlonnalras wort addrtssad to all tl^ Cottoi^ f i « t l l s » l l l t 
In tha country, kut duo to ona Mason or tha oHhar, rapllot 
could novtr im rtcolvod froe all tha a l l l t . Kantsg al^ iough 
tha ovarall soaponso can not ha eonsldotod as vary good* ths 
data ftimlshsd In tha ropiias rtctlvod ara halpllil In providing 
a bioad Idoa of tha pattam of dovalopoants taling placa and 
of tha fUtura foqulraaants of tha Industty* 
•(78). 
of i/trntmA piolitt*^ 
fh* misam of otviltiii ii«flt«t itie««il up 
©f tht ef t»» lftattftts¥« sith m of 
oo^ont vss « f l t l i f ) III •Kftoirl* In ttw •stly f l f f l t t * 
lENit ifh9ii iupfioirt was JUitty tgnlft «iqp«ftt lw9«fi to <)te|tiit« 
th* f>»irlo(} of hmm %ti« tollosr* s »«i!lc«t efoa1»d « iMllftn of 
•aiBty -snci Wt mmlt mm th@t tootwioiosloal 
ohangoo OMBIII^  Sn tfm mm isNttoptod spevSngly hf tfc» iMuttry 
ond ttiat too only « i»w fo]toel9^ *MHl i»j!flitgHnis»tits* l^ i!f0V0!r# 
tho tfXiiiotty « « t not abt« to iiio<ltfR&setien at th# paoo 
ftqttlpo^ looMitd of th@ Jbtit^ xvtnttoii of tfw Socoticl loxliS W§t ind 
firleQi of oraoMnoir @oin0 ap toy- «lioni% to 6 tSsot« itiio leoirt 
pxoflt attractifis tfiwotoont oppotlonltioi optn&tf up ee « cotult 
of natiofxil dovflopnent pmmmmn ttrMlozt«dc«» oxttntlvoly In tl^ 
•ueetotivo fiv* yoar plains* Tim t*fult hat l)*eii that th» Sn^«tfy 
on the wholo aofforing fsoca I^ fCk-lo^ of nodttntoattoQi anct 
htnct nmr of the tinitft of tho Indian tostllt Induetty tt«|ul«o to 
i30 •odtsnitid «n<s i«hafetlitat«(S to a wl^ttwntlal dofyto* ttie fatt 
ehin9ln9 ttohnology of t«xtilt hat to bo adoptod to aalie tbaso 
units not only vlaMo* hit eoiapattttini* 
mmct^ esYWATEs OP tuopemisATioHt 
Hia )ioriilR9 Otoup fat Cotton T«)ttU«t in l i t Ttport had 
oatliiatm! tht nomal xohafctlitattoii mA wxfaynlaatlon nootfa of 
thla Intiian tnduatvy anwnd 800 oxoxaa (1958^ prloat)* Slneo 
l« Obtexvatlona of tha Korking pany» undat tlw ChalmanaMp of 
Mr* A. Ranaawiity Mudallan 
^Kin ^ pHctt ti«v» gom ii|> bf ^XKii ^ p*r e«n«i tt»«ifos«i 
•MMS«inlt«tlon eett will InoftAt* md will 
eeoft to about eio»*t, If eon«lil»t t!h« ptiet 
tnemt«« of iaipostati mmhimwf {i*¥«tiidtleK of Intflafi 
eunrtfiey mki alto tht vvtir Inetestlnp tnfletlon^tvy treiM In 
easclitfitsir |»jrte««» the x«<iiiiyt<t tiy tht titt« ef pxeper 
lei|>|f!9iefitat|0fi « f aodtsnltatlun pjro9riii»«t will not lb* l « t » th«n 
7h» «9oflcln9 P&ttf* 9 ittttCHOfit glvat in i ^ s th* 
dsettnt of flf i«ie»« mctteaiy fox^  tho sodttRitatlon of the 
* 
SiMHnn 1%xtllo next thint which I t all th« m f iaportnat 
i s to <l»eltft dtt»stlon oir ti)«« l ^ l t wltftln whieh laodtxnlfatlon 
weiHt t » to coisr^ lotttcl. Itoxw I t esiiit re«il80d that th* ptet 
of eddtxnlfiatlofi tN»«i|<l not t»t pfolof)0t(! htetAt^ i hy 
of t l » t the eott of wo6»mU»Um will liiettMt and will pyt 9i««t 
ttirain on tht oeoneiiy of tho oountty* ^ t fueettsliil l^9l««tntiit|on 
I t oan bo pototod out th«t th» twtt em Ibo achltved only whtn th« 
eodismltttlon tehwM |» Intogrettd to tht ovtrall Smitoatirltl dtvolop* 
•tnt plant of tht eountty* tht Piodwctlvlty Urn of tht Cotton 
1¥xtll« tmtottxy In f lv« Latin tmrUm eountrlttt aftty • thoxouQh 
tnqulfy Into tht tcopt and poatlblllflta of wodtmlaatlon ta a 
iultabit awthod of hightr pve<iuetlv|ty, alto yteooaanatd that tht 
aodtmlaatlon of txlatlng Imhiatsy bt Ineoipomtd In th* Plana of « 
Induitrlal dtvtlopawnt* 
I* tIN DtpartaMnt of Eoonoiilc Affalrai Labour PiKxiuctlvlty of tht 
Cotton Ttxtilo Ind^atvy In fiv* Latin mtvlean eeuntylta. 
(It«» Yerk,19»l} pp« 13 and 62. 
- (80)-
Htff wmtloii«d |»lirm«d pwogrmM of nottexnltttliMi of 
aaehintty In a ttxtll* will ttctuiirf on* i»r of tlitt iollm» 
lug ohfit9#«t 
U hi^htf «l»«ft6| 
7* pedtageti 
3. tilgher 
4, autoaatle eofitiol* 
5* pzoeofttlng and floisMfit In ©enfowlty istth 
Mdosfi stind«xt)»t 
6* ^mmmtit in mmim ec^lttontt* 
9hlch«v«v of IQ s^a it «jopt«di ttui ttffoet 8tfi»rally 
1st a x«(hietlcn In ^ mmber of worktr^ to^ireilf tbe 9l«« of t\m 
zeduotioft depending U];»m thu dvgfee of laed j^mltsticm* If fluent & 
s«dtietlon wtxo not f)Osilbl«t smy tttespi st ttOdexnitlng lesoMfitiy 
laotild be futile m tt« effocts would to to incxotst tho eo«t of 
produotlon rather than doovtaM i t . Tfcetofow, tho pwhim of 
iuxplus worktrs is ^ iR^ortant ai^ct of isodemifation« At Modtxf 
nitctlon of tqitl^nt pxeettdt In xw^r^anitatlon of 
wosliing foret will btco»« ln«vitai>U« tian^witnt htvt to tide* Into 
teeoimt tht huBtfi piol»ltii* Involved te l ^ i * oh«fig*t» If th*y ty* 
to fc* bfought about anoothly mh without any dialocatlon of ttw 
Ifiduttvy* eooi»tvatlon of ovfanlted labour I t tepoitaint 
px«»r*<lttltit» fs»r th* tuoettsfUl lapl^wntatloii of thoio ohiim*** 
Vtry oft*n, aodtxn lisehinttxy tm not tm tooomtodftttd In 
old md obtolet* IsuUdlng* «tithout ttiuetiirtl cedlfleatlon or 
- ( S D -
OeeailofiAUyt It aty ht n»e«tft«fy to eonitxuet ntw lu t l^ 
Sngt« Such ttnoirat&on or tteontfifiicitlefi of ibolidlAgt tfheuld alto 
h§ m intogral {)8»t of i»oa<»«fiii«ttoii» aedAtnlistlon Miiy 
«lfO im iMMloitiiktft itm tht point of vitw of Sai^ xotrlfig the quality 
of ^ pfotfifot l t » divotslfleailon nailcoti^llity* 7h» 
•i^itiofi of eottbtnf o<|iilf3m>fit to a tptfuiltig Hill oir tho tAotaUAtion 
of a fInltfiliHi plant lA a weaving $bIII will okhIov tM* eatagoiy 
of no<fafn|t6tlon* 
fhaiafata* nieilaxnSaition to i t gonavally anvloa^a i^ la not 
only tht mplimmmt of old ataohlnacy W M alao th» htlnsln^ 
oboKtt of ^ t a oondltlona and f^ iraetlooa In Induatty whloh iwuld anafeia 
I t to hi ationcF and afflelont ^ wlthatend attooatafblly ooaq^atltlon 
ae wall aa any ohansaa In wealeat eondltlona* 
In thia connaotlon, ona of tlia aatloua x^ohtaifta la tha lavai 
of aioiiNiinlaatlon that ahotild ba aehlowad dating tha p%m j^srloda* 
MaJoirlty of tha ntnasiawnta « «• of tha viaw th«t thay t ^ l d ha 
paiailttad to awKfanilaa ^ ttm mmimm poaalhla axtanti l*eauaa thay 
oonaldar thot only aoeh nodamlaatlon iKWid an«hla than 
aticeaaaftillyt aipaei«ily In fo io l^ navicata* lhay havo d^ own tha 
attantlon of m m y all tha taxtlla anqitlry eoMilttaaa towaxda tha 
dagvaa of vo^mlaatlon thst haa haan ochlovad In othar cauntvlaa 
md am anxloua th«t India ahould not lag hahlnd In any way. iahouy 
tha othar hand lo atiually aiDtloua that MMlainlaatlon ahauld not 
If autit m any unaHployaMnt Indaatvlal wodcava* 
But fioai tha point of vlow of atxongtNnlnf t l » aoonavy of 
-(aa)-
Iht «o«mt»y ttiat of tht l »xtt l « iiuiu«t>y In ptvlleulir* 
nt&tt^y of thta* t*n ^pioaehct ax* htlpl^U Hodoniltitlcffi to 
tiha «aiiSnw» pottiblt m • fisttoiiil t^sl* I t mt f)Oft«l]a|«t 
of tht vitt mount of fliiiRC* tnvolvoil «nii «lao fct««utf 
of fNi Aatg» |»ofetiit«9* tho l i M r foto* that i«oiil<) tkt^ to 
tm lo-abtovKitd* On tht otN»t handi fiilliix« ^ ttodttfilit tn t|aw 
way t»»lii9 «l>ottt v«vy eondltlOR of tm tiiui^lovMiit 
In tn^stinr ttiit lalxmt Ift to smxiout to wmU* I t I t » mil 
ItnoMii foot ttvttol lAiilt in India todayt ast nmnlns with old 
nod ol)fol«to o(iul|iii»ot» Sen* of thw !%««• boon in diffioiiltlot 
«fid <|ulto a fmi hevo trnm olottd domi olto^othtr fOiiiltSii^ total 
md pexaoient unwRploi^iit of wotl^M In tttoi* cofietint* I f thit 
itott of ed i t i on Is to bo pvtvontod fieii spfo^lng to otMit units 
aliOi ttitn ttodtffiltatlofi i t wndozod Inovltalilo. 
iMothor faotof ^at la xoloir^t to thla dlt^ttlon It tlio 
eontldo;^U variation In toelaioloQiosl and tttfiagorlal offlelofioy 
l^at OKlata In tha taxtlto Im^atiry today* In mif tatg* Indiiatfy 
oooprlttd at It I t of ovo» tmitt toao of which tto vtty latgt 
mi othott oxtMtttly wall«te«t diflinineat In offleltnoy tnd eoat 
of pioduetlon fcatwoan tha hatt and tha wortt unltt I t ittavltabla* 
eut thit diffoxoneo today i t alanoinaliY iildte, uhlto In SnElIt thasa 
vm mm ni l i t whioh em ttand ooapayiion with tha food » l l l t In 
othar pasta of tha iorld» thaxo aio litny othart whota offlolanoy 
I t so low tnd piodoetlon awthodt ao Inaffleiant that thiy ato a dras 
on tha national aeonoa .^* 
""'•"' i«iiiii<"«'«w-«.i«.nww».niiiiii.i.iin.iiii ii.iiii.iiiiiii 
1. {^pon of tha Taktila Enciulry caHwIttttt Saptwfeov I9M* p* 
•(83)* 
Th»f«lox«» oiw Of til* fiiret ob|«etlv#t uny tehtiit iiit^tsfitttti«n 
^iditlil Iw to «fiiu»i that tlitet Sntfliet«nt imltt txt t>t»its$»% to 
• nlftlMje ttiNatd of •lltel^i^sr thi bttwuttt thi iidft md 
•mS th»a*«9t •f f lcl«ot tttili I t 
In tti« l l f l it ^ iribo^ €iti»sft»l<»fi» ^ lim% of t(»l)tbill« 
t«tiofi and iiodtjmli«tlofi Itoe « nationsl t>oint « f vl«w ihmild Iw 
goivtxnod fcy thi fa«te»si 
(i> fht flnan^ I* w«tl«l»l*» 
<tt} i o f m of Itboitr Mtpl^mmU 
( l i t ) tN» ii»»cl to oAotit* « ftlnliniiB ttnidtid of offleloiiey 
In t i l tmltfc 
Tflklfi0 «I1 tlioti Hitto faetott Into teeoitnt* It can bo 
thofo oh^ tttd iso • nlnltHiot lovol of nodosftlittlon Sn all iMiltt-
• lovol bolow uhleh no unit tiioiiltf too oHoMid to eitlit* thio lovol 
Oliould b* mch thft It thwild onabit tht iilll to otand o» Ito own 
foot without «ny lufthtr ottletanoo fxoii ontosnal •owtoot and .without 
ciMtlfig imdut haidthlp* to woxkovt* Socondly» iililo «hl«h t^ ivo 
«lto«dy xoMhod ox* ovon o}r«oodod tfeio lovol of «od«««ltatlon soy 
vodoxniM provldod thty havo or oan atringo Urn naooaaaiy 
ifaaeufooa* 
fitco. It I t alao nacoaaaay to sot out mm «la«afitaxy faeta* 
Tha aiachSnaty Inatallad m diffoxont unlta of tha taxtlla Induataiy 
la bound to 90t out of coonlaalon iMatliM et the otiias* i^thoY I t 
la mtifiUimd pxoptrly or not* tha ttoa of aueh xopUoaoafitv tha 
mm Atehtnt* whUh t # t tim plaet of tlw ol<i onet mgf fitc«tt«»lly 
bt of ttw Mo^m ! t ««Hild not tm praetlonblv fo iugfioftt 
tii«t thi old i!i««hlfitt tHoitld b* nuit Isy Itkt* ier tht 
iMx« tvattm ttiat ^ofioolof IR ^ 
igm»ixf itmlt taxfit ot»t only th» laodoifi nichtntt ifnratl«l>ly 
eapablf of t3t|i)§ oparattd fcy lot* mnl»t of oi>«»«tlv»t* Hnitt ovon 
ofi t ^ i»««it of meh tnitoipstao topleetoMit thtM I* lioumt to bt • 
mamm of iMKftxnitatloii In t l » Industxy ff»hioh t « fiot to 1:0 qpivstloiiotS 
m to tut Ewoh f t «oy tSaio* I t hm «iso feotn mm ^ t t 
ovtn tn tho t^fhly dtv t l^d eountrtos «rlth fitif o^lta ineoM and 
psodtiotlvlty nm to nodomito i « t i l tii* gitttor* 
fht« pm9mM9 om not Is* «topi>td« 
In thi Unittd Klii9doftt ^ tndustiiy li«d l«08«d fcthliMl trtth 
«o«ult that Its coAt t f^ to KMatfi hl^ h at 24 iillllofi 
aptndlet md 94S tlisttaaitd looKt vdilla tba ipioduotlvity ^ I d not 
bo coi^ avad wiHb that Sft oth«» dovolopad eovntstao*^ fha induatvy 
and thi GovoisiMtfit hadt thtfofoxo* to teeHo tlia i»sobiaii m unovtho* 
^M llfiai. Aftiy ^ ft<»oxganitatlofi tha SocMatty aa t^^ od at 
eenaldartbly aodatntaad and »atlona|laad« Ift Japan alao aftat tha 
davaatatton of tha Saoond «e«ld tioth out of nacoaalty ind In 
aeooxdanoa with the gani»a of tha tha ootton toxttio Induatsy 
In eoofxsny i»ith aiany othat Ifidttatrlaa ia tm highly nodatlilaad* 
iratlonaliaad and affletant*^ Ifi Inc^ ia* in vlaw of aavairal faetott 
I* ifhlta PifHir laaoad by tha t}.K« Owvmmt ^ivaYlng tlio aohMia 
of vaozvanlaation of tha tnduatfy* 
a* m ^ n of tha Indtan Fxoduetlytty •^CSotton Toicttla In 
Ji|iili» Pranea» laat Oamany and Swltaarland* p* 
-{8ft)-
tin paet of aodttnltatlen hti hwf to lit slow and It tmmt$ thtsw-. 
iffotd to kt«p th* Ifidu&tiry Ima Its Itoitteat* iix^o and 
ii#td fov i«hat»llitttSoii and imdti^itatlon* 
At ttil* i t Is worth^il* to andlytt ttit g«ftt»«| 
toohnlenl eftanstt Rt^ttar^ for »o4tifittlf)^ tl^ titdlif) tMitll* 
ifidiifttiy at ttity to psoeeasti, Pot tuo {sutjoott of 
4li€ifatlofi thttf pxoeoaats will bt dtvidtd iri^ thye* Hilii $«oy|»t» 
iplnfilfi9« mrnim* ftntslilfi^i with t ^ f^sopsratoiy iUp» ^at 
ai^ Goepmf 
t^ rlox* to aplDfilnst the i»alod eotton It fetoiisht Ifito tht s l l l t 
oi^ iwWf aM miim4 in vairloiti |noporttofi»t dtpandln® tijsoii tINi mmt 
0Hl Wm dttlxfdt ifi tito 'etiitttiQ* tooe* f^ mit ttitxt tt gmt to 
tiw *How* o» too» for el«iflilii0t l«aiv»t t$tlt mm at a 'lap* 
bmm^  for oiri In tlit fifi«r ^iialltlti* fot *««ttblfi9*» and 
t»tiE9ta at a «ontlfiiiiout» tt^iit tatlly l^ widteMt *tllvt«t* 
f!ia ailvar than cott thfough varloot drrnitmt tuilttlnQ, and 
l«A9ttaianln9 practataa eatrlad out on drattf alubbln^t tntar* and 
l»tall>ly *xovin«* f^Maa* Aft»r thtst pxtlfiilnayy tttptf mm of 
whieh aiay ba bypaaatd or GO»l>lnad (eaptolally tha •aroving)* tha 
Kmgthanlng and twiating I t coa^lattd on tht ring i|>lnnln$r fjraMt 
which turn out the final yatn* Thxoughout tha tplnning tbtxt I t 
« eofitlraioua trcntfar fxm aplndlta and fcobhint of ona tizt to 
anothav* 
Tha waxpi whloh «unt tht Itngth of tha elothi mitt Im atdt 
Into ¥i«y long i«tHith«« itilt Ht*t xtdulvtt •wlndlns* m to 
laxgtr pteltagttt e«llt<l *«heta»tS axt %htn eoiil>iiita 
foim w»3tpiii9 *!}#«)••« 7ti*s» am thm *tl««i}*« !«•« mm 
thsdogh • itatehing aolutlon fow towghefiSntt b§mw thty u* 
t»aii«fStff«<l tn tht fatWBft* D)t yetn i t next t^Mi 
f 4ttii«(l ifei^tns ptitum i t pmp^mit ma th0 
Iww* with thi «tfaeht4 tmf ext tglsfn 
t1)t lOMIt* 
Af|t» «rt4Vlfig^ etoth »ty «ttli&» nel*! •• 
It fiOMilly sia^Iy •»(! ijottlbly ^ ^ 
«iil<t«d» stiftpvd, bal«il ^Ipnanti et ttni for 'flfiithliiQ** 
Iht 4t9ft« of flnlsMfiQ f t I t oaiislly flngadf ^itsodt 
feUaebodt an^  4yt<l mvs/m prSat«d| It nay alao U %tmiim4t stt«teht4» 
€al«tidaz«4t and tanfotlstd (all « f i^leh «all for ^elaltaail 
and fi«(|uafttty txpanalva »mipm(nt} I t alto 90ta for folding 
Into pleoa Itftgtlist ttgaplitg* ami ballitg. 
Hit oytftr f^amontalo of pioeateln^ havo taiiatiiod 
ai^icSnataly tht taiit oiwy ^ paat f i f ty t^ftta» hat In Induittially 
ooufitrlat lUtt ir«K« and Japan m m fiavt bttii iiany 
particular ehangat aliiail at althar ra&tlno tha piotiuetlvlty of th* 
aaehliit or tlw «ogiiaY or at to^tovim tht final qmallty, ttia 
Intxoduetlofi of ntw pioeasiln;) maehinaxy Inrgtly etnttta afound 
lapvovlng tha quality by rtduelfig l»raalit and ttttngthanlng tha yazfit 
which alto hat tha Ineldtntal t f f tot of tnaMIng a tlnglt noxiitr to 
haruSlt «o»t t(]ulptiafit* Miothar najor dlttotlon of ehaligt hat httn 
tht gw*imr ifivtttMrnt In imimm Tlwrt hat btm • 
eutenattictiOfi H fSnel^iekeglf^'cfMl sHtppingt 
irtileti t * « i i t t In Hit Idtt Utmit Cdttt In ^ m 
In t l « I t ^ ef ttel«wto9l«at ehitns** ad^ttd 
tilt ftn«iu$tH«Uy «chr#i«ti! cmmtHet* mm tlit «|}«elfl« chanted 
iiy lii^lM Indniitvy In im • 
lai^tf seal* 9m m 
ftn tn^im Hills to ehm^ t U U a«ehlfwsif 
tfi oxdtr IntMNIiie* eontliw^d pmtistng fstlwr 
f&rt ^ |>x«Mni tytttii mite* tMt «l«0 ^ v m s 
^t^illneit of «ht eetteti md ^ ^mmmMw* Pi *lm* 
« » to latftr I>?»«1ta9tt« 
In nmt naahtfiftt sf* to M Intiodu^ M h to w»plem 
mgf olii eofillns HMtilntt (^toii ait tmmmtlf mm§ ^ oldoit 
ciac!liln»«i Ift tti* Hill) imf to li^voir* ^ ipiellty of ^ famm A 
ptoeota <ttia Intvodiictlon of i^teli la mlatliwlv now to 
Snilti) ta to fca intiotfiiead on a wttfar aealo with ^ alu of i»to<IKi«ing 
a ftnair y«xn» Slaultanaoiialyt ttia«a la a naatf for aaduetlon of tha 
doffatsapaad of tha eavding waeMneat ithloH viould lio^ Isipvsim thi 
ipallty mtA Inexataa tha ^aml lax- ttaohSnaa*^ 
Sn ac»lmilng, thai* la to ba an inofaaalns tttan^it towai^t 
I* eapoyt of tha Indian Pxoduotlvlty t)iiiit«0»tton TaxUla In ^apan» 
Fvanca, ffaat Oammy and SfT 
a* Mill Oanaya Aaao«latlon« ^bay » Paeta alsout ^ Oattan Mill 
Induatfy In India* 1969* |>*7 
3. SbMt pp* 9-10 
hlfh dv«ft <p«rtf4QuttfSy ttw ettfidinea t ^ ) wfttmt^ •t|itel«i£y 
in •Ilia uplimtfig and Ptdlm This p«Mitti •Ifiilii*-
%im Hi ens or t»e <»f til* • Ufmtw&rn* mi tlii «attHtf^f 
lyitMft iMiiittt th» •Itetngtlof) of sovlnii and i tmh 
Uxmt at IMU i t stion0*r u^itm tt f»d»ttl»l« i tinQl* 
to Imt^It fsoie im teip»rtafit «h«araettvlstto of tho 
i«>lfinif»g i t tH«t» laygtir liftot mt itiettttt 
th» oipaoity of tti* ptekagtt tliplftciiitly alto ntOftt^fy 
^ tiOfO tlf leltat utt of «rsxplfi0 tnd wlmltiHr 
ttsehintt*^ 
On* of ttit aott liq»oirl«it dtiwIofsiMfitt to tdoptod in the 
HKHittiy i t th» Intioittfetiofi of the eo»tIv «utx»etie Biflits^lMiaii 
«ii«titfi6t# Hiott Of* Mtflesn MimtfdotiixodI iieoyjtet iMob 4»tt 
fijipfOKittttity Sk lilch t n ^ t Hw • tio«iiinit woi^iiig ^ windinfi 
IntitiUetieii* in eoot^ rtst to «|i|»toKte«toly a itkh tupttt f^t tfm 
non»iuf«tt«tie osdinavv h i ^ ^ ^ Installotion of t\m t « t o^paeity* 
H»iitv«», tlift oh«?tettti»ti«» of iiitMAtii^ laiottlii9, ftod oltmiii9« 
ifKl l«vr ttntioii ( iptft imm tho omh iowtr Itboiiir foxto) titk* thit 
aiaehin* fco^ ttoft offieitat md of f«r hiohof <^tlity t»i«n ^ 
ozdlfiavy waipiiiQ i^rintfliig lAsttllation* mmtm^ 9i«lity» 
cofittioitt » l l l t «xt of tin viwtt thtt wvm If tffleltfioy iiift l)tloit 
tMptctailMit ttMi Sepswiwtfit in <|iiality tlono would nAo tht inlxodtio* 
tion of ttioft naohinti ntotttai^* Sineo thlt waehlnt, bteauto of i t t 
ttitonatie e}ti»«6t*x» doat ttquiyt a btttoir y«iiii than tha otdifiafy 
t . Mill Oifion Atsoeiatiovi^  Bonbay* Paett Alseot tha Cotton liill 
Induatfy to India. p«7 
2* eatlnatid Pinmcial Daqiiixaaafit for Modainitation gittatittad Itafaao 
tha S»cotui oantval liaga Boazd lb» Taittila Induatyy (t967««0) tw 
tha Indian Oattan ilili Indottty, BoiOMiyp pp. 3 to S« 
iDadtliMtyt I t »«y «dklttiofttl tmwvlMnt in «ar l l « t tttsffft 
to bt 
lhti# ^loitld ^m m imm^md urn of htgl^iiNittf ttting 
unltft* thffiv ^ t t i t spoilt x«|»«t* Biaettlntt e<SBp«ft<l ta 
90|000 xitpffot Ibt iht ol^f«»t||>« »Q6hSfi«tf tut th«i» o i i ^ t l « 
9i|iiattly thiot tSawft m t^fh tfw lalout i«(pl»aaont» axt lonvty* 
^•olHy •vcfi mm iR|to7t^t| titty |»ti!iitt tepiewaniiits In ^a i l t y 
^ ccMHtioi of yntfi ^ t ton f wfhleh <l»tlrilE4« f t t tt^ e i«tiv|ii9« 
th* i»toiiatt« loos oiiy x««|tili» InpyovtiiMttt tti yearn «nd 
IpytlSailAfify |»«ee«8«tfif i f i t is to l » itit^ eeaneettoaUy* l^ntvo^t 
its autwatle ehari^ efox-t with ontoiBAtic ttopplng and t>«tttfy ehi«i9tst 
•fiwxos cloth of .wilxon ^ t l i t y t with m «n6» •ittlnff evwtly 
if>«cf(i i^ ieleiti0t» funhtaM>x«« in <»»itt8tt to th* tMo to lotif ordlfiaty 
lOMit ^ t d feo li«Adl«il liy on* mtivrp ttw •utoMatlo Io«ii« lillow 
i^xoduotivity ptY wozk«v (os high 60 looeit p9» fsoifeot). tin 
tt^Kinufs tSttit on yitn bt§tk$ por Miehino hour is lots fhm on«f lor 
tilt oxtiliityy lo«i ths l i s i t ooy ovt» ten Inoaio f)ty fxruti (ttoo 
eloth vfith iiwty t>to«ko is tho tmt^w oloth)* rafi^o of |>»i60t 
mttMittie looBS is f i w xiqwts lov a <9s|>afisss Soon to lOtOOO 
nipoos for • Swiss iooi»-> with oottospondifig quality dlffoxoness*^ 
LSX9« seals invsstssfits axs also msultsd in finishing sqaS^nt 
with m Ineioass in tha um of ^tlnuous-fisoosss fiiiiShl»9 eaehinssy* 
I* istUiatsd Pinstieial «s<|uit««tttit for Modssnisation sutttittsd balers 
tha Sacond Gafitral i»aga Board lOr Toxtila Induatry (m7« «e ) fay ttis 
SfKfitfi Cotton mi l Industry^ fioabav. 3«5« 
SU Ibid. 
3. thi astlBstas sulaiittad Dy «Ka Indian Ootton Mill Indastsyt Bosibay 
l»afi»fa n Wa9« Board op*eit,p«7 
in 0f th* !•«• mimt^U wHeh i^ttsltt to^ • tmtfbni 
«|kt«llty mi mm tvAtetlon In 6oft« l^t* •i«iil<l tlto !»• « eontlMitd 
liitioAi«tlAfi « f addltlofial fiAiiihlA0 pteetsttt* For •itMplti 
I 
pfSnttAg tttehliift of v«vttty to Siitfodiseod to 
psody^ stiltl-eoloufid aiul eos* sttlAtant ind »«ittng MaeMnotf 
sffiforl»ifi9 ai««liSftot» mA mtim* of « f » to bo 
Ifietteflngly Ifitxoduofd io titiii out i wt^ oa* vmiatf of llnlihoo, 
Ml ^ t o ehaopt $m iii lfsAiat«y*» Intoioot In i|>p«fttlii§ to • wldor 
iiiiictt* 8ii«« |>«xl»«|>t « fftatof ttSmitit l « ^ fact that Hm oott 
of Intiofliieiftg ntii finltliinfi niM l^fioyy l « f « t than tus ooot of 
lisptoviNi ipttmti^ mA i>oot«t ailtli tm t f t l i t 
ilniiMtiQ MteiiSfiojir* whioh poialtt • i»l<io» varlotir of oetfiift wl^iottt 
t ^ najor of thotenigh m^mimUm of pfo^otlon oqulpMmt* 
How It l « to ••ttHoto til* ooit of ooil»tnttatton« With 
flsllot ofc^oetii^i* out of th« wtt oon^to^ li|f Voiliiiig tlyoup 
tM ^xtllo Sfidtittzy til I960 and tlw mtvf vat o«r»lod out 
in by tin Mittontl Ift^tiyitl Onvtlopataiit €oif>or»tlt»i« fim 
oo«t of flodtimtaiitlon battd on ra|>li#a f iw tHa aitltt to t l » 
Uxoiip mi tiift miSC tsm diactitttd Iwleiit 
tha Sndoa^ oatvlot with It i ^ t m oant of tl«a iiaehintiy 
of ovojr SO ytata otil« of whicih afceut ono t^hlxtf tfataa Imk to patio^a 
pHor to Tfat tanatnins 9& i»ar «aiii azo aoativ poat<iWa» naehliiaa* 
A9 a firat osaantial at 2*aat all tlit »a$htnaa In tha blow mm whloh 
wax* loatallad prtox ta 1920 vaultf taoulto to Isa xa|>la^ at a Mataxt 
of ttVQtneir* thit wuld &m to obout SO etnt of ^ total 
tettdlleiloiu Ttw total nunbtr of blow worn Itaoo Snoliidod In 
tlilt antlysltt 1« 94 oo«ting ^bmt oio«»i« £ut 
tMt fopx««tntt only tliet* a l l l t whteti htd ffplUd to t}io 
tloim«ix« «0)leh f o » • total oi^aeity of 3f7 •llllim aploilao, 
fOmlng idbout iff eont of tlia total oafxiolty* St « t f»i0|#0t 
tlilf tl^ufo to tha total «i!>aoity, the msmt will c«iBa to }}a*ll*9 
oiovaa foir thi indiiatiy* tf wa dla«ltoi» ttia iJoatMnar aplimln^ 
iinit«p tha net Mount i^ Mniltail wb»H bt aloiit ta* 9 tmmu 
sasBSi 
Tiding oattfa* tha Induatiy oati^oo witli I t alout 10 poir 
oant of oa»ia of |»Hof to 1939 aikOyOf «AilOli tSmt ona t^hlcd ata ovo» 
40 yaata olo* i^ Mot 3% p^ w oant of o ^ a aira of ipoat^ xwav iiaM* 
ft«R tNi iopllaa looa^iod tt la aaan that Isy and I«f8# Uutuatiy 
wanta to xoplaoa oazda w r dO yaa^ olO t*a. of to I9S0 ii^a 
al^)Ou# aoM eantiaa liava aaka4 l»r 9»pt&mmt of of latt» 
iiakaa alao* total x««|iilfaeont taan ftoia tha i9|>liat 
fOplacaiitiit of oaxila la ahout Da* 4 evataa lat a osf^ aolty of 3*7 
Million aplfidlaa nAtloh noulO Man a total ittmliramnt of na» ttt eioxoa 
fov tha Induatxy* 
Taiilnv tha i|»aa4 twm»»9 tha Inditatiy eartlat al«ut 70 to 
oant of lia oapaolty with ovar 30 yaara old aaehlnasy of whloh 
«$l«lii eAt<.tNi»t i i mm» 90 Thi total Mount itietd tow hv 
«ht Mllit iiho hft^ xtipondttf to tho qoootlofmiilzo to ttotif ft§» 3«6 
exoMo f^t « total of ««patlty of th» o l l l t oirelttdlim 
thi p08t*«ra» cpli^lii^ mi l * . I t would »#« ) « total Of 
At* I I eseroo fyit tho ^tt^ fx>£iot« lor tho iiMliit^ to a n^lo* 
At loganls »lA9 t f m H tht imliittfir It toisiwfist m ^ 
ffHou»«l^y pleood ifu} only ^jout l » |po» «Mit of fho o«|»«oltyf 
OR ad ovovogo* of rinf f]r«ot evor 50 y*«ft ol^* fhtto l « no doiiH 
Hiot ell tti* ftaiMii prSov to I9S0 «h9ul4 h$ t«plaei<l » wiafutt 
of uftjoney* Thi OROOiit atKod Isy tht al l lo hnvo fipllod to 
tli« f^otlxmnalx* for tht |9«iipow of t^la^nmt of tln^ ftamo to 
«l)oyt Df« 14 «soxo« K l^oh on |>ieJ«6tlofit «»lll 9tvt a figiitt of ^o»t 
Rt« 40 to 49 OtOiOO* 
Tho mcfmt ior xo{»l««o»ifit at glvtn In fopltot i t afeottt 
Rt« 7*2 exofvt. ! t I i totti In thit oonnaotlon that titt hmm 
a laxfio dtnand fOir coatwra In tha vax-loua ooAtfot* Ihi OOtt of 
tilth i|)ot« wmtmt lOt at tatfi In tlw ostlttatot givtii bf a l l l t I t 
atettt fit* 4 lakht* Tha total mnilit* of eoMistvt vt^lfod by tht itl l lt 
iriw hgvt tt|>ll*e It |4i tt%i« Thtat ailllt havt tlftady got 
V » tott m6 «0tt of thatt art<|i}|vaMnti lot eoafcort I t fltr tMltlonia 
Intttllatlon at a lavgt pttetntaQt of tha oxlttln^ ooMlMiirt I t of thi 
poslwiai- CeolNirt tft Supofttd Ittmi* pt»hi|>t 99 p^w «iiit 
Hicttitt of «ht fov mm Flvt Ukat Fltn ptirSod as^ m 
miffltitiit whtdi Mwlti Mm an vi^ pMKiittiiNi of t^ tmt 4 li» $ etes^t 
lt»]r th» SfKliittfy aft • A Hifthfr lit* 4 to 9 ex0t«t Mif 
pxevS t^d tht firai** and itetil»llfig f t « » f * I t m^Sd mm 
i tmi* to tM ttMcianjii oxtiiit fit* 10 «toi«t» 
ffiim? mmm* 
An miilirtlt « f tut xtpiitt irtetivtH ftoet tht t i l l l t Sfi yttpontt 
to tlM> qotttlofifittxo thowt t^at liwttidbty ^xt l l t iiSll* want to 90 
|» Bffim^ 0»$mm mi ftl^b tptma minaing ma w&tp^ 
wtetilfitt* Tht tottl ftqiilttiitiit OA tht iMittt of ttw mtlvittf figufot 
will ibt tbeiit 19 etoxot fo» Ijotti wSndSng tit^ wsxpln^ tliliig* 
Hit toatf l^tlHiotift of thio memt weuld U tUmt it* to cxottt Hr 
winaiiig mi wtxi^ in^ m& Rt* 9 caoiot for tlxSiig* 
WBAVtiiS i 
fDt x^ltot looolvotf to tht <itiottiemitli« htvt t«v»tlo4 ttitt 
titiott «vt»y oiit In ^ will i f^t tcy itttflotlon to l » mmmd 
w i tntitllttlon of mtottttle looiitt tmciptottyo of othtt oontl^ro* 
tSofitt i t tlloi^ttf^ m t fotetl^l tDMrt In tht Itiepo of tohtbi* 
lltttlon tntf wodtffiltttton of tht l»dittt«y«' Tht f txt l l t Gnqulxy 
Omittto (199t) Qftft tfupioprlttt eontldtrttlon to tht ttvtttl f«eto»t 
tBd jrttoMMndttf thtt «ht csovtnawcit tt noil tt tht Trt<tt iMioot thouid 
« i » « t » a pmjmx p«y6)»lo9tetl ellnat* within tlM emiatfir and 
wm^at ^ lefeouv to at to f«&ilitat« tha liitfd^e* 
tlon of «uto»atl« looHf within a apeelfStd 
fhi haala of tht vapliaa lbiiilsha<l| I t will ha taan 
that about 80 to par eant of tha leans In tlia ln^atff)r i f i mm 
than m ytaira old of n l^eh ahout half will h* than 
el4m fhaio la» thaxafoiay an l«ip«retlvt naeaaaity t»w 9i^ %mmm% 
of looaia irtileh ata oyar 90 yaata old* £van iiall«^valoj»ad i^lova 
of tha liKhtatty ai» atlll kaaplnf aa laifeh aa to 80 pat oaiit of 
thaly loa«a» which aia owai* 90 yaata old amS In ae»a asoaa 
par eant of loona ai« avan ^ to 90 f%m ol4» to thia oofuMOtlont 
I t will ht salavant to nota ^at tha vat^ eanttaa whieh liavt 9et a 
laxpa? eo^ontvatlofi of old Iowa hava fcapt than In woxking otidar hf 
apindlR9 xalatlvaly Iaf9*r aypandltuxo than In tha othar oantsaa* 
I t ia taan tgm tha aoalyala that an ammt of Ha* I3«7 etotaa 
hat ha«ii pso9f««sad far autonatla looaia hy tha 94 iiilla whleh hgva 
xapllad ta ttia iiiiaatlonnalfa« thia ptml^tm fo» aiiteaiatlo tomt 
eovara IS ^ 90 thotiaam} looiiat with an airarago coat of ahmt IbtfOOO* 
Sf thIa la tafcafi aa ^ Iwhiatty would lUta to taplaea 90 
pat oant of thalv lows by autoiiatle looiai* ivan aaaunliif that 
aatmatte loiwa to thIa axtant vlaoallaad not i^lowad^thaio la 
an lapatatlvo naoaaalty for xoplaelng at laaat 90 pat oaftt of tho 
i f t f old loaiaa (ovat 90 yaara old)* fhia would naan icaplaeaaMit of 
at laaat 40i000 loaaa i^leh would ooat ahaut Ra» 10 o«oaoa» A ftitthat 
pfOVlalOA of 8a» 10 osoxaa ttay ho »ada lor raplaoanant of otdlnaty 
looMa tyy wtoiiatle lo««a» aa alat Ba# 9 otaraa i » t anclllHV o^lp«tnt* 
0»>tftlii ctntMt ptvfl^ltrly m tlpilfteiiit tttanfliHi 
htA teM iiaM to tm l0«ttt» nay b* 90I119 In • «tibtt«iitliil mm% 
« f •i^fidlliito m ifioit* fi{»l«6aMnt« Itwtt ^ total v«<ptx«eBsat 
ntavlfist tlti* mgjf bt titataN at fi«* 90 laAiatiy 
or abeut etoxta par ytat ifttvlng tha ifitsr Hufi ^i^tod* 
m m m > 
lb cnaXytla el tha Killa liho hava saptla^ tt» <|aattS«mN» 
aixa that m ^ pxo^atiflg tha tiq^tntfltitfa In tha paat 
hat f a ^ t natllgll^* In ijeltt a no^a^ of &m%m9m Hit 
tapilaa i^ tmift to ^ ^aatloiwiaiza ahair ^ t tha «]i|>«i}(tit»ia vtaita* 
liaad ^ tm naalysa^ mUl§ a ^mitf of fdi<}60 
laeni la Ratfly IS «»ex«a i»s»|««tlaft t» ^ tfttlt* 
isidttistty will five a flptga of i ^ t 3 oeoMt* tliit aiay 
tsa t^an lot tha aiEtliiatat the »itta v^leh aar* at |»f«a«it 
^ t haivtns any pxeeasalag fao l l l^ «oul<t tt<ttiii« to ba ^Ivtii 
a«ip]«pvlata ptlorltlaa* 
MWaM 
M f i i f f m m w i m s 
Tht total mmt alikad loy t^ tha 94 wllla «ho biwt 
lapiiatf to tlia <iiiaattonnalf« la aa untfavt 
MC>»> 
f^ lant m& Gftstoaactng •• 1*34 
eiattvieal lHatallatloiia ami 2«9i 
liuaS4ttt«atloii •• •• l«fa 
sliiidtfisa •• •• 
Ibtal (xougHiy) tO*CX» 
Thi ti>t«l fliowit of todiilttiitAt of tfm •atlft Sndittttv 
* 
wlllft ttit>«loi«t ^ ' ^ t ^ exoxti* titt tiutlirldlial >«(|ttlf«» 
wm% will wsatf ftott still to Hill* 
10 mmitim^ Yttt maiittty dorlns thi fiir* ftay plm 
«fat titiMicttd to iNNiutxtt fho ll>llowliig ma i tu 
SI»IH»Sfl6i 
Blow BOOM 
Caz«lii9 •• 18 
•• 11 
RSfig Firiiiot •• 
Owfctrt i 
IJtm O00MI119 Fvaiitt i 04 
WHidiiHl oAd Wa»|»lll0 
SIsing 
10 
» 
IS 
i 
a^PCBSStMOi 
tAOKO 
Convottloti of mitMittle lowt 
E l^ f t 
Anellloty Itnio 
10 
10 {> 
9 
mm tOTALt 
30 
ss 
W t 
Say 180 
M i l m^mm wmrmr 
th* ^allofiil iDdiisttial D»v«l«pnent Coxpoi-itlon hm him 
fttttvlfiQ i|i|>lte«tlsfi« iwm eotfofi tiirtU* ftllt etiiii|»«il«t Umu 
» 
j^ a 0% th* tntf I960* U% t|3|»lle«tiont bttn mmivdt 
th* tx»t«l vslo® iievlct «iit to tJbmit Rt* 49 exftma* 7h»rt 
Hcva tmn mm mvis&ons in tlit ptoevtt of «)twSiitttlofi of toM 
if)|)lleatlQiit and ll)* final flout* of »ti9il«iaBtntf fo» ttmmt 112 
IPI>|leatlof»T ht« Isttn tailnatttf at t»mt Rs» 43 oiotat* I t l » 
qiilta tauo that ttiaat ai^lloatlont eov«r» bxoadly S| i^lEtiit» 
miRimm «*^lftiieiita of aott of Utt unlta «he> tiad not oeaie 
Aill and tfaaltsi)!* pm^^mm ilor awdaxfitaatlon of tltalr itnltt« 
Hw 4|i{»lte8tlon« ftetivad ao tm about ^ laktia md 
ioaiia ^o t i aoooiHit fot about p^ w otiit of ^ IfittallaH 
oiptelty of tlis aiittva Inrttittiy and litiwa Isoan mmhm^ txm all 
typaa of imlta fiam tha wty utilta to xa|«tlvtl^ »tiong*» ofiaa* 
Aaaualfig ttiat tita iftplloatlona a»a mox* or laaa Taptaaaotatlva of 
^ tnduatry at a tha pfojaetad valtia of the ii^lleatloftt 
OR ^  featia of 30 par oant actual lb* aaaaaaln? tha la^itfaiionta 
of tha antifo tn^atiy wmU «mm to « fl«iixo of abe«it Ra» 145 exex«a» 
isr tha f»«|iilxaaMifita of tha antSta Sftatallad oapaotty* Ilia xohahi* 
lltatiofi and aodaxniaatKm a^ hanat aiilailttad alor^th tha 
ttona hava incltidad tha xaqultaaMiAta naw and «»da»i aplimtn^ 
«a«hSfiaty» waavlng naohinaxy* ptocaaalng »athiiiafy and othat »lae*<» 
llaoaoua Itana atteh aa po«a» plants huildlfloatlon* vantilatlont 
IIShtlAdt paeh«it«al h«idllfig wotkahap a<iiil|MMnta and alaa iwdaifi 
feulliiiiida til F««mi tht in«ly«l§ ef t)it •ehiwit 
i fttiltzel ipKtuf* «fii«»(}»c i«98idliig •svltiQtfd •xpftndttat* Iti 
4lfr«i«iit #t«ti(»nt 0f the liillf hmwi wieh i t 
•ptiuiSii^ ivM r^liiBt 411^  f»tt* I t s^mm 
thtt ipSiiiiliig toeounts fit»» tlbmt 90 p^t mnt of the «iyirtta9»i 
tiith letavSiig prnm^ting at ctAl •oehf tlw 
i)«liiseft 9f ^ f»tr etnt twins for aitetllentmif ttMii 
tneludlfig bulldliigt* 
St«iKltn9 OBMsItt** ^ t « » t t l « ntetiiiiovr ladiifitfy 
coAttlluttd |yy ttii Gufitval €owxfin«fit aoiMittM bteic wotltftf out ttw 
fit<]ul«tiiifit of viiflottt ty^t of tfixtll* mmhimrf ^hittng ^ fiHwi 
Flm le^  t«ltiii9 lfi«» mtmmt tho nomtl l i f t of ttxtllo naolitntty* 
t } « Staii4Si}9 09«i)tttt« mt tliat «lthoii«h tht aoxffitl I I f « of 
could bt oii^oti^ to bo of the onto* of clsoet 40 f » m t ^ 
e«tit» i t wM that on aooomit of laeit of ftnaneo* •te«» 
Hills flow Md iifttn took • l^got tiao In ttplaolng thtl* 
Mtehlett. IhtMfoMt iot « «o«o f t a i f t i o «s«ottiiMit of thi x » f 
« f fOplaciMnt» tht Cewittoo took the vltw that* by mvA li«9»t 
90 yotirt thould bt ttkoii th* l l i i of naehlfwiry to gtnoral 
•sttpt Hw thoi* vrihoto tht »««§ of obaolotetnoo l « hlghor en aceount 
« f the tifeffiolo«ie«l amlOfiMmtt to aotpoet of pMrtloiil«» ItNit 
0f ii«$htotty, tht OMMltttt wat btoadly of ^ vltw that abaut 
90 eiiit of ^ pMptratefy »«ehtii«ty» vti* winding md wupSn^ 
•TEHLIITT TTE« III T!IT MILLS T« EFET^LTT* mA 
it|>t«etB*At *mU *m mi liy ^ l l y MtoM^tie •aehSntt ttk« 
iSeiUtm md tsm ethtv ti^f wifMSinf mi wi^pliis 
ftaelitiit** StoUatlyt 80 «tiit ttm «irl*ttfi9 liliidifis 
md mtxpim Ksetiifiit wml4 U f«i>lM«d tiy llilly iMtMfttle* 
HtflliiYt th» O0Mltt«* irlgtttly emm U ttm mmtmim tlkit 
dtivlfi9 tlw llklxd Pirn «ii all-^itt iffiftyt Dtt lo Ite atdt to 
t9fi|» « I I Hfiltii with na«i^f ir ttt xtdia^lQii mnA In 
tlntf f»l«e* •atalslttt) ntw tiodttn unit* «Hh lattft l i ^ t tivliig 
•sei^nti^ wni isptedttti flAitfhlii^ pXmt of ptodueliig mf 
vi9t«tl«t H ei#t}k m m i ^ ioM •xpotl I t wi» ••IS»tt«4 that 
«NHtt 9 liicli if^ll^lts «id Met 4^ 000 «t pt«ttiit •xlfttlfig with 
mm of tfw f)*»iifi«fitly ei«M<I • I I I * 3i«v* to lift icts^MNi «id toi^tetd 
lif <»it«» 
So fav «• « i » eonoftinviSi tht «ei«lttot*t vltw « • « thit 
il>«fft igm thft ftplMUMiit « f loMift In ^ sevaiaiJttl Ml l t t wplwmmt 
of othtf leoMt t«lll >ieM«tf at tbf r«to of SfOOO lowi ptt yttt» liy 
nutMittio lows ma th« i t « t of MiiiilftMMit fo9 «ff>lae«iMfit m i U t » 
•ot bf triitaUMiit of mm pl^tn loont* 
Ai x*9i«}s p»e»$$ing rnmhUmgy tilt vtow tiltwi wst thtt tht 
U l t of tht untt wat not m laporttnt tt Ito obtoltteoAOt* Ono anottwt 
ttptet l ^ t wat not loat tight of wat tht ttona in pxoootting tnd tlio 
fitw ^hNolofMtntt that hwt taktn plact of latt In ntw utthodt «nd ntw 
moo}<» 
tt^lqEM* III et tlw elotli* 
Th» L i t t o n of total xo^liMMMitt uttoiioa l^ r ^ 
Camtiti* i » » iif|»t«eiiwfit »thabtllt«lio» pttspe^ te* 
V 
«t iitm flat ir^fi^ «eRe»lii of tlit Oeiittal @ov«fi8atiit loa^  « laol<} 
to tho piofeiiM wft« anttot^atoa mnAp ttwxtfoft* tho 
«8ti»&tft AU not « « f l t « t thi oietfa lioi^ Mittt of ^ Ifi^&tsy to 
iMwitniitt •• UMit^tv «• {!0»iit)l« th* tlw iMtlioci 
limS iMunt of lliiifioi*! fotltttno* thst ^ othtt ^ovtifwont 
o» swi-weMWeiit llnaneiai inotltiiti«n» »l9t)t Iw eofita||>ltttti9 
lot ^ l^luxo* Xt t«» jpfopottd thtt ttii ••ttut^ of 
tl» Mtimim eomlttMi ^ mtl^ is* liteiofttod fejr ^ bout SO p»9 tmt 
will ««eoufit isf ^ of mtliitofiifteo ^vliitl ^ past tO 
Iffter* l»aol&»lo«9»d tfi fthaitllltatiofii h&9 to U mt m»9 
abovo th« mm»l nt^isoMont fitting mm ^ tho OesnRittoo 
ilao did not t i ^ Into attoouot t ^ Viurtmts tfiolllaxy and tatirlco 
f^ellltloi iriileh wmlii U totjulsod In tho Osa* of aodtxnltotlorit 
nol^it <it<l i t pxovl<it fby eltoratlof) to lsi»Uiit!ige« «te*i«o» thi 
cost of oxoetlon of naetiifitiy* Tadtlng oil ttWM fMStoirf iiito eontl* 
<ifr«tloiit t\m foot of iM>dtifii«»tlof) igid fi|»laoa«oiit •» oottettod 
tht wotkio? Otoof> lor ^ cottim toirtllo laditstiy mliteh 
ooeoitfod • SO por ctnt ai$ditt<m to thi ottliiato Ibf ^ otandlim 
coMitttt Moy lit aipftatlly fttiitt<$ •« undtin 
t 
B ^ . ITEMS OF •ua.wEwr 
U SptJiAtn0 mA Wtiiirliig Miohliityy 
2* PsoetttHH} HaetiSntfy 
- ( Id l )* 
% m i t i m mwU» fael l l t i tt 
i Meh tiwii4tfl«dtteii* fflfeitU 
flestlont ^t l la t lo i i t •Um 
4. M»(l«inlt«tl(»n tfid altVFftttoii « » 
lvlldSfiQt| tmttMi eoftt ^t «a«)itA*yy 
tte* At 10 !»•» e«fit 
mpoH (mj^Sng p i ^ f «r thi 
WTMs 
> 
m$0»m 
m w ^ m m m m , i m ^ H M 4 9 » i m 
PitmiMg for Df tht |iti«tSl« Indttttty 
i t f}t«tMtfy t » <S«ttiiiliift nm •»ttfit xvhdlatJiltation imd 
n6^siiit«tto{i mtilfttf In tsmii of a eax*fiflly attt«ie4 f^iopoxtiofi 
« f ttw ovAfai «apaelttr. A ixiivvy liritiMM to study 
th»i» •!)>»«%§ «t th» mit l«v»l coDtfuetftf ly tli» o f f l « « « f 
tht l»»(til« CMMklttieiitr In JiilyMOetofatt h pfmwtiitm^i*^ 
wii to t i l th* cotton toiitllt nl l l t to tht country tut 
loplio* HOI* xtet&yoa fwm only m » a i t « Of thtc»t 61 mm » t t l t 
irtileh'tio olthtr fWw not loqu&iriiiig ijiiy iiodoxnitatlon or i it l lt 
which hmro not coiitMi{>iat«<$ my viodoxfitoalion ptotftMHw* Ihutf tht 
offoetivo nuibor of imltt whleh havt flixnlthtd thoir sohabilltAtton 
m^ iio4ttnl«itton progtoM* i « I6S* Although th» ovorall xatpontt 
oin not bo contMortd at voxy good, tht data f^mtthod Ifi tha 
-C102). 
w m i ^ ixt In pxevidSns • taond of tha 
pgt^m of ^vtiopMfitt tailtifig plaet «fid df tto Hititft xti)ulr»* 
fwtnti of tt)t 
At «»diafilt«tSO!) diififm AO 
Mattitiiit ««i tl^ •»l«fit pf i&miA^ oat 
tsy ffillUs tM pmt aae* ftoirltlon 
MSAKltiig im yt«r«if|t» ffx^dltttyt on i^abl l l tat l^ during tha 
t!i« ii«t« fitfiiiiitiwd in tht ttt obtotvotf to 
1ii{«* etftain llBit«ttoiit» No isiifoiii 4«fliitti«ii of f«tidt»tlttatlofi 
iRft »CN^ff»ltattOA hat ttdoptotf* with tho xonilt that tOBO of 
til* « it l l« ha«« tnolvdtd oi^inditiiio on «]t|}4ii»tOfi In tha 
fl9oxa»# ySmmmt poitiblot m hat l»aafi BDdo fo 
•0|»afato ^ flsuta of oa^ndltiiio m fttialllll«tlo» md iiodaxfil^ 
tatloftf fciii itioli « pfoofdnta eottl^  not bo adofttad In tti oaaaa 
t09 wmt of naeaaaayy datalla. ttotwl^staf^ls^ fhoaa linltstlona*. 
tha data eolloetad thtow vatoabla tl^ht on tha oirtOfit of fohablll. 
tstion 4nd aiodatnlfatton oatvlod out telns tlilt paHod* Tht 
lollootnff tablo aumaylaaa tha yoai^dta oxp^afidl^ xo on Modatntaatloa 
bf ttia 168 foporttng aitlU eloaalflod ooeofding to wttathat aptnntog 
of oaa^oito* 
f ABIE 
to 196^1 tft %.talchi) 
W W " """" — m s T ' 
A m tmita) ( M lAita 1 
mm 
SI3.94 1431.99 
m^m 
im-m i w a i 13^9.07 
mnW .,„.,, mm 
SOtliicei Indian tOictUa BiiUatln»llov.t9«»i Sumy on Madainiaatton* 
TiNi wiqMndttu^ tbiting «tii ptttod «oxlt» out 
t» e l i^leh «}# ih«t« of tpltHnifts mtll* 
lit* t*7 « f « f « » ifid 60if0tltt « l ia » at*^  i9»4 emm$* Iht. f «bi« smmU» 
th«t tht puce ef sso^fnlstfton ^ i n g tim l&$t tm ytal^ • hat bgofi 
si^mt thm to th» •mtUw tun t « ^ et it i t 
iihl«f) ihft iixfa»t»y «iet solus iutliig thuit I t fi»«dft 
ttto to bt fMMMlMiftd thit dati fbi* l^tiS^ 1$ not t » 
tNt tccouiitt of a HM^  of tt^ mit§ hatf not t^ ten fSfislltod 
nt ^ tfiw of iipe>'tta«# 
fho ptpgwmm nm^ mt hf itltlt §fm tn 
•iqptn^tiftt* initio f i v t i «ho fmmttm ^l*t»tkftlOA of 
• l i l t neeoKiSns to ^ total oxiMtttflttit* ^ aeo^osf^ sotlon diiylim tlie 
pmffh4m 
n mmivM 
mmrnmmi 
SR»oniSltu»t 
jtn 
»o« of 
mi ls 
eiipAiirfittif* 
iirnuitm 
tfo* of 
aiiiit 
Nil 
0 « 4 
6 * la 
l i 
90* 24 
46 
i M ^ 40 
n 
10 
4 
10 
m « 
I 
o « ao 
S0«40 
40-<0 
10*00 
to too 
too ^  ISO 
m^m 
m¥9 aoo 
10 
S3 
Id 
12 
• 
I I 
e 
4 
JL 
M. 
llHttxiiltatlon* 
m. 
Thf t«l»l« mm»kM that about «fM*tHix<l e l th« x^iWYflfif 
aiill« ma t ^ t 10 etfit of eMpotit* iilttt hfvt tfttmn thi 
«39XMMlitiii« en iKKjItxnItftttoft at SSI* Out of th* tfftalnlns aiillti 
mm than SO ptt ctnt ^Iniilfif ntl lt t im tfie esiptiidltaitt 
on ModamltstiOR twm 9 te la i^ht mi tltm 90 |>0ir etnt 
hiVt tiqptfiaituf* im^m to 40 litkht* $iiiatt 
t* alto salltfttd In conposttt aiilla then 90 
emt ei ^ mUU inmmm^ #«iMftcflliii« 
^ tmm 0 t » 10 liil it m$ fban 90 tm%'hm>9 th&wfi thair 
fscpafidititi* m mmmi^^lm imimm SOO tallit* f M » 
el«arlv tiwltettta* lieiiplati aliafiH^ of A «ia|| plmiMii imdasnttatton 
tha ftttlta Indian taxttia ludiifttty* fha Stato^taa 
•]q»fftdll»afa iStttiim ^ f>a»ldii liy mi l i * «taaalfl«l tecoxiiifitt «<» 
•i>tiifilfi9 aitd ^wpoalta that 89 cant of tht aiipandltiifia 
^^Imiliifi ttnlta liaa l»a«ii In Tafstl nm^p i ^ I a for «(»9)oalt* 
aiUla «ha »a|or Stataa twva hmn i ^ m t il^a«ht9a(2».SilO 
and Tmll tta^ Tlsa ahata of thaaa thtoa 
Stataa tn ttia total aiqptiKiltota ava 2B%ajf 23.1* ta^Mio-
ttvttiTf t««» «httxt of ^ toat of India In oiqpaiidltiito ofi 
•odamiaatton OMaa ^ than 19 pav «oiit» I t a iotthar 
ptoof of the oatllat v&m ateout imtyatMiatlo aiipaiidl^ta on 
modatiiliatioa* 
10 eiarlly tlia |«a«w l^rthatt t t would not fcf out of plafio 
to analyaa tuo dapaftnant-iilaa Mdamlaatton doting pairlod* 
tha IniaxiiatlOR Attnlahadf an attanpt tiaa htm Mda te ttudy 
tlia oxtant of awdamlaatlon In tha diffaxont dopait»anta, Haio 
Amh 
«9illii Hit {lOsltlOA nNVftSvd tot t f l ^ only at s l»l»ad lfitfl«atft» 
« f ^ akoitoinl&allofit ^ account of t l* neii-
•ioptlOA of mf mil^m ptoeadut* l&v etatftiftoation of «eehintsy« 
mm mAmm pwmmm msxmMwm ^^ 
mm 
mMf m . i 4 umm 
m.n 141*40 
tm»m m*m 
lOfjQLl m%%f tm* ia 9fi*44 
iM^m {mm) (9.«9> 
rtQiiiva in IwaQktt* itjpitaaiit to total* 
SOtlfiCia IiKflan T«xtll« fttllttlA» SeiMi^sr i m fJk Smwty m 
St I t attfi that 44.6S imt of tht noiStsiiiaitton 
•igptfi^ltttM h«t littn iiteutitii In i|»tftnitt9 tftparlMwiittt 25*90 
f>«» «tiit tn wtwrlngi t9*S9 In pf>eieta#lii9t and 9*69 ptt otnt In 
«fi9lfitty|n9 and niaetllgntoiit dtpaxUMnta* tht tabi* m m that 
whilt in I9I9»66 tht ti^ptfiifltttM «n wtaving and aitlnnlng wat ntarly 
«<itttl at wall at tht Itxgtst «neng ^ dt|tatt»tnta» In ttia tuhttfttitiit 
ytavt that on apSnnIng hat httn tht la»g*»t« Tht thatta of |»oeaatlng 
and tiiQinttfins t •Itetllantout dtpaHawntt havo httn mmd tht 
-C106)-. 
30 tmt ma 10 {)t» «»nt» 
.mmmMm.mmMm. ^^mm 
I»lii»itfi9 m^mUaUpn « f «ht cotton t*xtil« 
In Hi* isttJnti Plan Ii9t hittwite h$m on « Acexe l>8tit« ttw 
OA TfMtll* iiiiMitTy {I9m} ani tli* Htoi^ lDg <li«tt|!» en 
t^xta«« (19691 hwm p ioe t t^ te dt^mtiw m •xttnt ttltftbllU 
tutloii ma mofikiffiltation Oawim ^ Pltm In ttiiit 
« f • t ^ evt^all iii«l«||«d «t|»tett^* 
Will* melt m «rat m ^ i iH ^tetil*^ by tht patiiitttlvvt 
tlMiy mm t0 td^t by ttitir ttait of ft|»xttii^i ttw tisgt 
t69 Mtrnf « f ^ «t ttm ynit hat mm littii 
ftidi*^* f^tt fiee«ff«ttiy t i » m df ttiliabl* mA 
fbw «eila»flii§atl(m In tiw Plm ptirlod will tis^ to ttk* 
lute mesmt th» nbtt^Sng in thi tnciivldl^ et thi 
«»ta« mA tilt natttft of »odltftils«tloa xtcpltod hf I t a iiut tht 
ob«tael«ft th«y axt ill(«ly in fact In ttfi^»t#lii0 iueti i ptogiraMftt* 
Ttila It paftlettt»id^y m •»# to tht draft fistirth Plm (ItH^lO to 
|9y$»74)t i t hat iNMfi MfiOgnlMNl ttiat tht pi»»e]rMit Ifrf tht eottsn 
tftxtit* SiMlttttyy MUld ht |»vl»«rlly ttlatt^ to iiodtxiittttSoii* A 
tiimy tfittotfttf to ttMiy thatt twptet* at tht unit lovts «ra« «OfM!uetMl 
liy ^ off let of tht t « » t l t « QomU%Usmw Hi Mlf-Q^imt tm* tht 
itpoit of tht iumy I t In tut pa»tt| tht pmmnt tnt ilotllAg with 
tht flnaneltl ati^tett tht tteond w&th tht ttohnltat a^pteti* 
Tht turvty xtQiKllAg tht f|n«ielal a^9t«t wit conduett^  with tha 
Mlowlftg 
( i ) to Mtti* m mtmt tfid fitlu^ of fied»«filttflMA i^ xogr** 
Mt » i» l l i « Sfi Uni ptti md ttit i»«lttifi 
« f tlitit fiiiiti6lii9» Itiii* on wliteh no tn«»i«»«> 
tSon I t m i m 
( i i ) to eotltet datt Of* m aodtwitiitioft pmifwmmn to t* 
fey ttlllo Covins f^tt i i Plm {>t?lo^t 
(H i ) to ••••»» ^ftttom of fiftiiiiolNs i>xopotMlft 
Civ> to fifx! eitt fioift flMi milH tlio atffi««iltto» Itlioty to 
tot fftOidi |i«Hioitt«irly in ttn »ittor of »ottlbif tht 
fKRitiod 
A <liitotl0i»»ttiio iKitftooMtf l>y tht iftithov to all tht 
oottdfi Itytilt nttts til tilt ooofitsy lut, tt ott l l tt ttsttdi i ^ l l t t 
HOT* lOOtl^ f»e« imly ^ ttlllt I f tfid of %m* Of 
61 tict «tl3t lAitoli ist tithtr mm m% xtdulylns any •04tsfi|oatioft 
during tht Plm or ull lt i^tch h^m not eon^latKf my 
•odtxfittttlim ITutt tt0 ofiNotlvo mmllmt ol imlt* vhtoh 
hsvt ftixfilthtd tlitir xthsHlltatlon mi »o<N»fnit«tlefi |>fe9»«iiitttt I t 
166* Of thitt, 33 i i l l l t ti«3 • ot^tiiirt vtlift foir ^ »aitlo 
of 9«ott pxofitt to ttitt doting tht ptrlod 1965^ to 
9fOtt piofitt bttfig tt^contd btitfO <li^ioelattoiit and muf «ot« to 
HMt ttfitt* bt eontldtftd vltblo* Gut to tht dittuil^flnoti to 
Ottlyat duHfid StptiMbtt 1969 and tht ttxtllt ttilitt to iTttt Btn^tl 
doyftm St|>tiii^»-06totitril96|» aany Mlllt of thttt xtfloflt did not 
ffiiwaxd thtir voplitt to tht ^ttloiMialtt, Although tht ovtrall 
twtpetim am mt im eentiitotwtf at mxf tht ^ett fiuxriltht^ 
III ITPIIOI T«etliM4 htlpftil In I^ soirldlfig • IHN>«II 
« f ^ pHUm of <i«v*loi«ttit tilling l»loe* end ^ Aitut* 
st(pilitiiifit« of thtt 
A eofietplual tflffleiatir vdHclk «r l t « t lo i tUtdy « f 
fiatiii* |» lit tli» 4tiatf««tloii « f •aehltitiy lfi»%all«d Ifitd ^ a t 
fioiiiffig p«ft fvhfbilltatlon mml oo^fiileatloii «i<i Hiotv ftit 
dltMi? llim •j^tfiitidii* ttwt* $m Mi>t«ti«t f«l«tlwt tefnt 
•Rd initl4 <ttpiiMl OR tin n i^ l^sy t l tv^y Siittallttf Ift any vnlt* 
Mthdtigh ^ addtt^ lon ef 4Ki^ if«w»it ly i 
tmit fK»t titvlA9 It «at l l « » ssy bt e(»fi«l4»ft(} ae I t ht« 
if»«tiiiS In this itkidy at « pxoawmm « f bteautt 
of Hit niitiii0 of I t t •fftctt* Sliillarly» In xifaxtf to ttM naimtr 
of tiaattes i»aelMlnoty ndilod baltnolo^ |»iii|)o«a«i aU fcatanelim 
a ^ ^ liavo twan ttolsonad In tha tludy «• foailnt ptyt of 
fohaMtltstlofi and woifoifiitatloni ox^aptlng tolndlot «nd loasa 
fixepotad to im Inttallatf «ttirliig tho {^yth Ptsn parloef* at th|« would 
dapand on tht lle^tln^ iiollef to hm atfc t^ad* 
tn#»Maatlon on llMtta I Into wat oallatf lot In «e9«iNl tft t l * 
iMKianiltatlon pxoo^ifwao omritagotf bf ul l l t Airing ^ Booyth l^ tan 
I>t»l0i}» v l i « t m ^ n to 1973.74, n » dato fbtinlthatf txf Dlllt ax* 
sob:}aet to tita afoxoaald ll»ltatloni, m adilltlonal a^^aet I t that 
tona of ^ ailllt Haw* Indlootod tlitt tt«al« «odtinltatlon pto^taMMt 
thit parlod « (• t t l l l liidtr fonwiatlon* At thaaa Involvo 
a vtty oataAil oiraliiatlaii of aiatkot data* piodiietlon voquilcaaant* 
Amh 
tO^mcmmit tn ti«linol«9yt alett i t has m^m ftt>dfftf4 ^ t I t 
iieul^ tfki tmral •onths lot tU » l i| « te ^tmpfU mm* fo 
e»ttalii Imm ^ t t tttsUlilvid m%tH 
«fht«h itftOMii to hgv* 0 eoottauout pnogitmm el ii«^inl»gtteii« 
A of tht un i t bav* Itoiiiitia^ l»iop«Mtt fo» only t1« 
first years of tht pairloil and havt italttf that tha piOfrii»at 
lataY y*«ra aenld hm* U ba flnaliata In tha SS^ ht of tha 
4»nl^inQ attuattoA, aiii|«et thaaa lteltatleii«» ^ x«|>oxtin0 
Mill a hava pxogtaMid iow a ffo^snlaatton InvaatiMfit Rt* 104*6? 
eioftat aa w»iil<i IM mm ttm In tha fdltGidn? Tatolat 
M l f r i W , 
mm ma. 
411*30 
mi * t2 2«014*$a 
m*n i fs^sgi i»t4»a6 
ltllU09 It294.9» 
IDTAti ism^m |0f48t«80 
SOURCBi Indian TantUa Buliatliit llov«ft969»(A Qamfy on 
Medaxnlastlon)* 
Tha xalatlvaly l<N»a» valiiaa §09 tha last two yaara at* to ha 
atttlhutadf aa axjplalntd aarliart to tha Rorwfinaliaatlon of that* 
•(tlO). 
pxojiytfawf by mrnf nilla. fh» tfifittal nvtitiigt « f tht iioa«fni* 
MtS»n i>f09»iliiMit ^ t«th ^liming and eonposit* «itllt hat 
to Rt* «toim« m^ As* lf»90 ittpeetivtlf fitti ttm l«vt|f 
0f {)i« t«9» snd the ttt l l «? fwyiwi 
rim #tti|uftiey ^ itt»llutioii of Atllt «e«ox<fifi9 ttm totti 
/ 
oii|)«ftdlti}«« DH ftddwmlittlon U $ivtii in ttit follewlfm 
T ^ f i 
a^iffHiituit 
( In tfc Itin) 
'^K'of'""" 
l i lU« 
'•"'liiS&fSS®**^ 
(In Ife l«lsti> mitt 
i ts a ifu II 
d 90 t 
40 It 
e * 12 » 40* €0 90 
13* 16 « m^m I I 
» 9 
m* m I t 
ai 4 ISO • 200 S 
29* 33 Aiwwtt aoo t 
Ift 3 
40 1 
40 Id 
63 m 
snmcEi iiKii«i T«ittii« Buiitttn« uwmum t m * 
(A m w r on m^mi9»t$mU 
miiK 
Vm dU%HIOttUm gtvtii Oxm tgm tt»m « f im^ 
ptflddi not ONLY ^  te 41ffix«RC« In thilv ftti^TTLV* JKIVM* 
tut alto ^ fh» iMXittniftotim «iivlta9td ihitlng 
I90M0 to Iff$-74 ma Inciteot in pi'iett* fti* tiwyaiHi mwiat 
•nvltngtd I* high»r «t Ha* lideltt pvt tpim^ nl l l 
tfM l i ^ * csoaposltt nUI « t eeiii|)d»«<l to Itkht 
md ili* t2«40 liditio fooptctt^lV fot tt)» « « t i t t r |xitto<l« 
thi <|t|pafliiMit««lto «0<ltsfilt«tl0A tnvltoQi 
p«ir ctnt of tho InvootBioat tn ^HuilA^t ewit In t»»«vlfi9t 
|4«d3 pov cofit m ptoetaotng ^ 4»09 fMi» ^ t tn tndSiitfittfig imd 
nlt^ll^iftoiit ovtioiit f f w Hio lollowSiig 
i M I h l M 
mm ^mma mkvm pmmmm ^ ^ 
ISi«67 
1970.71 m^m 413.aO 
lf7|*7iS If094«@0 6|0«90 M0*8» »l*8» 
314.47 
tOTALi 
J l^ i l f f ) . I M S L . 
iex^ not I f lopottid* 
Pt«ittto In btMteti xtpMMAt pofcontogot to tho total* 
sooRCfii inaim Ttxttio iuiiotlii* m v t ^ n 
.(112)-
A tlsnlfiediit f««tiii« of tht patittn of ««4«fnlt*ttoii that 
ivhtle th» thaiot of tht i^oeottlng •figinotvliig d<^>t»tiitRte hdvo 
^elliit^ fimi ptr eont to eont cud f«99 OMit to 
4*09 l»«ir ecnt »i^)«ot|voly« the«« of tplfuilftg iit«!vilig h«wo 
Inetteatd fxen ptv «tnt to S3*99 put aiKl pt» etnt to 
p§w Oiilt ff0i)>00t|v»ly» ihoeo noiild j^ oint to ^ faet th»t 
Mtllt Oft oifhatiiifH) Mfo OA th* t9odo«fiift«tlon of ifttmilit? 
nftavitig di|»avt3k6tit«i «iht»tt» i t woll knowRf tht seopo lot n»dt«nl« 
iatlon ! • eonsl^yaHf t>te«uio of th« otoeoloto ii^lilfitfy tnttelltil 
•nd th» toehfiolgloa ohingoo that hafvo talton plaeo* 
ttw StatSHsIti oi^onaittts* etatttflad to tpliiAlfid 
ml empdtiU « t l l t thoirf that Taoll fisda iKiuld c t^ttlfitta to aeeotint 
lay 99 pot otnt of tht total ti^^aiitfitiito pm^tmmmi ipififiing 
millH fiov OMqsoatto tht aiajoir Statta moiiia nQaln I* 
<ll»|rat (31*0 por «tnt)c Mahataohtto (36*6 oatit) m^ tmii tladu 
(11«9 p»)t «mt)m Thaao thioa Statoa tofattiot atootmt l i t 61*5 |>at 
etnt of tha total oi^ pandltttto of both i|ilfinl»9 
^i^alt i t onlta* 
R>f> foaaont altvatfy total of Ha* I04W88 osorta 
glvaA In ttw te » l i « » tabit <iooa not i»¥0vtd0 a Atll tdta of ^ 
«»(|ulx«aafita of tht xaportlng ullla* In odditlofif aocMint will 
havo to bt takof) of tha xoqiiitoBianto of oofifto^pomilfig unlta to 
atHvt at tha naaiSa of tha ontlKO lfwlo&tiiv# I t la rathtr hasafdoua 
to aatteata tha lator* aa tht awdomitattoii notdi will ira«y fsm 
milt to uniti dapandiog on tha ago* natoxo arm contfltloii of mHshintiy 
Inatallad In IndlYiaual unltat tho oxtant of ttadaxnlMtlwi alioady 
mt$ tht ISi»«iel«l ijosttlefi the «K|M»et«Kl 
«vtU^lt i tr M«ou«cet» t^yvmrt th» lnoid txmi 
tn Hw piegr^iMi i«»Sve<} 1« « eo»fixaatiofi i>t •tt*t«Mn<| 
of ^ @cottP t«Kttl«s ^s t ft iie^siiit»tt9fi ttifttt 0f 
S80«t9 etoffii In ^ Plan ptrtotf tt m ebfolutt nintauB* 
Out mnUM^n xtgutdlng fh l t fiffttft sn 
wpport wNn iM eeupett I t will} tht mad* the 
ii^im m t ^ iiltit* ^ tto^ifil^^ 
iflildrt ei^Miiitfllitit autliis tNr l^ t fh l>iiR }»»tto<i at 992 esoftt* 
tti» i^ fat lMit In It* iiitelMlwi stiiSt l»»ll&f* tb* S»ecHMl Q^ttal 
««3t Boavd ttM m»ttwi 7i»stll# toduttiry In 1966 «tttln«t*d th* 
lBlli>irlfi9 fin«i6l«l «t<pliEtMfi%* lot ttli9Nlllt«tlofi mi nodaifitsstlQii 
thf cotton Hill M is t t r fo* tlw f ^^ t ) |>lv@ ir«ar f>t»lod« 
t t toolE Into «eioi»it tmUmwf « « t f ft«ttd ^ dtvt^uitlofi* 
m M a r 
Vliiin«i«i i lMe la l R«<iol» 
fmi wmmt ptUtx t». MiMnt «ft*y tin INnrtlttatlfm ll«VAttiatl«n 
ninnlng Oieiip •atlnat* fbt x^ Kafel*^  
lltatlen mi aKpintlim during tht 
ffsUTlh at 1 9 6 ^ f«««t>« ffx* 
•osk pvliti 
I , 2S£ItiyLBaSlSgEi 
Ca) Saip»fta<S Gi»tton Haohlnatf 41 
(b) coiitint « f Indlganout 56 m 
Mtehlnafy 
(c) tntfloaiMMit naelklnaty txeltidlng m m 
It* • i^s t eontant. 
HI 
m 
. ( i m V 
b«l«nc# b/f 266 323 
I I . 
(a) Ktnidlfieation* ftttntlng* Ughtln^t 7t 80 
fiOtMrt tte* 
(|}) tettiaattcl vise in prle« of naeMntfy $4 IQQ 
for 1963.64 «t » ptsr «iftt of th» 
a1t>ov9 
(c) e«tliitt«d f«(|ulv«8ff»t aRfl ^ 90 
Imlldin^ to tasrr out t i^i^tci. 
l om i « n m 
''"""'•'"•••"MfcEi' e»tlttittt'wtoitto^'Sv ilii ItMlisn Cotton 111118* 
BQBbay» to tht Second ifa^o Botni fot 
Cotton fsKtll* Indttfitiy 
Hit Ptenning Gioup on tho U%Ul% nsdilfitty hat «@tl«tttff Sn 
Its report that indlsisiOttt ptoditetlon of the t«xt l l « ttgcMnvty 
would aoount at Us. 225 eroro« during tho fourth Plan. Subttraetlng 
till* froai fis« 266 ctorot iMoli i « th« rt^lrieent of t«xtl l « eaeMntryt 
thtro will iNi a gap of fia* 4| eroaraa to I* iitt throufh tMport*. iurtlitri 
tha Planning Oreup In its Haport list «6tl@attd that tht iaport centant 
of Indl^ anout Maehlncf^  It 35 par taut would tttan that tha Ittport 
«ontant of indlganoua asehlnarir worth erorot would twork out 
to M cx«rot» En othtr worde* n^eHlltttlon and «odaifittatioii 
of tha taytlla Industry wrnxM Involve fotol^ axehmga worth Ita* Wf 
exorat «^rln9 tha !^rth Pl«n parlod. thio I t a eoloieal Mmmt 
fpaeially If wa kaap in vl«w the fortlsn txehanga eritlt whl«h tht 
country It facing* 
Agalntt tht titlttatad rtqulratftnt of Ra* 552 exorat of tht 
IfldlM cotton titll* ^ S t f y durSno tlw ^ f t h p«»l«4}» i t 
w^ uM tw tettittttng to not* th«t tho tf«$«A» Mad* ftwi linM«t»int« 
to ttw turn of eieoic«« In I t t toxttlf liKlttttfr In 1964 
Hid m ••tteat^l «Moiifit fit* tiovoa In ^jant 
St* 146 m t o t In I964»«5, Jspm ftt* m In 1964 and ^ 
1lfiitt<t KtiifHlDis %•» SO e«oi«t ptt» vt«r on tli* tht y a m 
eoe9»ai'attva data anllflitaiid iraat Attda tha 
eotten toKtlla Induatvy on thta fiont* 
tlia atimy Indlealat iSntt thaxa la @ ftowl^ ta^^lt lon 
M0fi9 ttllla tha Danafita of Medaffilaetloiit |»oHl^la»ly In tha 
eontaKt of Inewaaa In ttia fio«t of wm « « l * r la l t » a^taa* wagaat 
ate* Sana of tha • l i l t hmm adkilttad th«t« Isut lot tha Mdamlaatlon 
aliOMfy oatrlad ontf nat pMflitt gtileh al^Mish mm on tha 
datllna nould ti«va teao tuxnad Into loaaaa* But I t la alae a fact 
that a^dasRlaatlon thfou^ aiteH otuMfaa »a(|iilfaa htiga flntfielal 
gf«aotff«aa» mr empl t » laodatniaatlon of tha Indian oottoo tajttlla 
mditattyf ^ taoulvad axpandlfiaaa has l)*an xouohly aatlnatad In 
tha tjsnga ef Ra« ItOOO* IgSOO Ofotaa* A* not-wlthatandliio 
tha awavanatt on tha past of tha aillla to fiodaifilaa. I t ahould ha 
laeognlaad that tha lnvaat»ant daalalen of aueh a hu^ a mm on 
MOdainlastlon wlll$ In tha ultUiata analyala« dapand m tha ajqpaot»» 
t^na of latitfiit whieh In Ita tiiin» will dapand on tlia fiafiaral laval 
1* Jalporlat Xndiiattlal Efflolaney In mdlm t^iitlla Sndoatiy. 
<0et,,196» publleatlon) 
• f l>i»f|taMllt|r id liiduttfy« Aceotdlng to 
t } » pnmtt of pMfltafelllty to eoltrai tixttUt I t low md 
«tte)i m mgf j^mmH t » hami eoiKfitMittf tlw 
PFOGVAKMIT u^ ha Indivl^al unlta* Vlth (Slflieuttle* ^IIH} 
in »ai»lfis tAt*fn»l y^ietixe** « 
« f t t » vtit hmm to toM ^NM t«sm»lffidiii9 iiittltiitldiit» 
eomtxeial l»iiil£t a^ o ^ t (if9iiiil«atl«it« Thit ^tt^tll** ^ tmA 
to tep 4Hi§mtt of eipltal ••iliol in tSit M lwbm 
caiaiittfk 
-^ oOe©" 
mm 
tm mmm OF Fis i^iOi lot MSDERHiSAnai 
I htm mitfi^fted in tht p»t9lettt dtipttf that a^xoxissttly 
mmx 1*000 netild natiM for foodaxnttattMi M Xftditi) > 
Ootton T«ittll« Indtottty* 1tw«* fundi CMI not Ibi ^tlvtd fiee <m» 
«lfi9t« tgtiiey* I t thtx«fdftt tn ttiKiy tht tcnttctscif 
ISn«ne« tnm Inteznal m4 •xttsiial agmictet* evfti 111 advanettf 
eountrlAi* eon«id9r*fel« wountt hmm Ijma tnv»«t»<i hf fti}«ii«iel 
to«tttiittoii§ In tin n f^itoxnisgtlon e l tiM t«xtU« tAdia»tfy* Pow 
|ntt«iic«t tht t9t«2 imrvttMfit In thd ttxtil* tii4u«txy tot « llvt 
yttar |>*rtocl l . t , 1999-43 is 20,000 •tilloAft In ll«S«A«| fi*« 0f200 
itUiioat IB Ja|>anf fit. 4,200 ullllont In Ftntct m^ %mo alUloat 
In tl*i(» (only tow four ytan tn ifoet <St»B«»iy, tht tot«l 
Invfttffitnt tor tho ptrled m i ^ It Rt. 9,000 Kllllont,^ 
twoB msploymnt pottntlalltloo, thi Indlm cotton Htxtltt Induttty 
p«yt iteut Rt« IS9 exotti t)y w«y ol •xei«« ^ t y to tht GtmwemU 
U Stpovt of tho Study OxouD fov Ofttton Ttntllt*, National CoHBltolon 
on Labour I9a8, pfi* 
2, Il>ia, p« 40 
m i e ) . 
mneAt i t •heulil lit th» prtaerr sftipofi«lbillty of tht Qov«ifiii«nt 
«e •««• tht lndtt«tvy ixm f^tthty ^ttflofatlon* I t 
dtvtlop ipteisl agtnetot to ISfiifiet tht piiofrainiiid ef isotftmiMtioiit 
At SHintiofi«4 flfcovti Kt* I0*<J00 nillioBt net FED IUMI 
Hit tnloxnal toums* A falv usiouiit tio» to a^Mttt^d Isen 
9xt«tiitl MitKtt* aii8lyt»s tht t«nt»tt of •xteifitl 
llAiiiet lot tiw {iuxpott* t9t Mt mw tutu u <llteutt tht position 
of ^ In<jltft Cipltfl iia^tt to tJcuiInt i t » solt lot tht tupply ^  
of fleetattfy amctt* 
lffPI# . M I t 
of IfXHitt^lfti tfittxpritt In • countty I* 
iiy thi fVAllttolilty of ttvlagt* Mvdte tavlnt* cm net ostlly 
im ohtrnitllttd towtxtft liKtottiy btetutt of thttr 
traaitlonal foffit of Invtolnent lllct pfopttty^ Ixtlllotkt 
hot«ting> tteuirltlttf tte* whieh nay i>iovl<lt littttt 
•ifety andi toeltl atttua* Flitthti** tht f«oo«4 of tfK^atfy Ittolf* 
In un(}t».4tyt|opttf cioynttlts> nay h» mt^ tt to 4%9mmm» tav^t 
iwm bting Invttttd In It* fn tht Initial atagtt of Hviiiattlal 
dt¥«10|3attntt raiting of capital I t a foxnl4tt>l« psoHtu ^ t pattly 
to ^ Incapacity of puMIe and pairtly to the unwIllSfignttt of 
ptraont to takt rltkt* At itost and mw Ifiduotxitt tst tueetttftilly 
ott vpf public eonfldtnet and captclty atid tht tttk « f tteuying 
capital btcontt itlatlvtly tatltt. 7hut» thi <iutntw cf tvaUabIt 
ttvlngt dtttjEslfiti tht txttnt of Induttvlal InvttfMnt* 
- d m -
Sgtftngt «rd tnHutfiei^ iiy ^ •^enoiile mA liidiitt»l«l polley* 
polttica} •tiblllty* i>f«ip«ett of pwHt #«»»tfi9t« mi a i^MPtafy ma 
eyt^H polleUt ^llowt^ fay tM Govtmneiit* tlit putttifi tmBtlm* 
l>eftl«i>l«7ly 4lft6% t«x«tl«n of IfKiivlfiiitlt m6 ooxpotftt* 
«lao h«« a <fiftet Inpact on tho fete of an<l ifi«»»tmRt« 
timm St »«•<} for •topptns W «tpitfle«itly tlMi tinrlne-Saeoito 
irfttio* I t xMioitt* osnoofitrsl^d on |>axt of Otmivitont 
find 9tfifir«l fniDlie* fft a i»imtiy Ilk* India* with Iwr pot oqi^ ltft 
Ificeiitir «sell Oinrlfiga iohiaot m^ oontJrsefuol fomo of «iivlii0i Itko 
PwwUmt fmA* and U f * Inguiranet hnvo to play an l ^ ^ y t ^ telo* 
SIneo thoio nodts of valoinf fotoutoat Hlxootly In ©oirtxniMnt* a 
liaRfftt Ita zolo In tiit fottUlaatlon of aavlngt Id siifeatentlal* 
Ftaoal m » m f hmm bean ttkon Ity %tm titnmmmt te tl# loni of 
ooiiimlaosy Dopoalt 8e)Kttto and Aimilty Da|soalta« Sfleyta i ^ l d alao 
Iw totanalflod to laobtllaa xural aavlnft* 
MobUlaatlon of pataanal aavln^a lot ln^&t»|«l Imraataant 
la a alo«r pfoeoaa alnco I t Involvtt IIOHH of old habiti tftd 
ivadltlona whieh dio batd* I t xotplioa li>a@liiatlvo and C0»0fd|natad 
t f f oHi In vavioisa 4lt«etlon» boa&doft «»eatlA9 • mtfmm of eotifldtnet 
that aavlngo Invottad In iDdiiattial oonoom* Mould bo tafo, a*ettvo« 
ftMHiarativ* and xoadlly aiaxlEOtabla, Jttat at ^ovofmont pswpaganda 
It eavylad on to f»op«ilatlto tolitntt of ttaall twlngt» alft&la»ly 
eontldotablo oduoatlonal and Inttniotlonal publlolty tm ba takan up 
to lapiott upon tiia publlo tha valua of dlvortlng paH of thalt 
tavlngt In mlhmmws*^ and lono-aatabllahod conooant witii 900d toeoid 
•<120). 
A Mtll*a«v*li^pt«t e^ttal ftfxkdt jptteuota th» «Mlit«ne« 
m% only liivettor»» and lA«tt^tleii«l« lait m n 
§igniHemUY aim mlMt§ttm 9t s mtMi^ ifc of fipt<»tailitd Inttltu* 
tim$ mA *@eiiet«« wl^ ieh mm «n the l«ok<>«itt tmfimtiit 
In new vftituMt* the eaq l^tal eis^ti In S#i($iK I* 
Iftti9 tw» ozfaiiitd^ aiKj In ttit 
stet6» of ea;»lt«l »ttxlt*tt lor etpital 
contt eoxpoirat* «iit«fpfl«»i« aovtxfiiB«fit imtf stuMSff^xiiatftt 
lAfttltiitione anmit for v^ytoitft <itv«lop5«iitat aetlvltl«i. 
^ tottxott ef supply of ftnids eoa^tltt IfidlvMuat l»vtfttior»» eeiv* 
and Intilttitiottal lfiv»«ter« like t>snk», Invyataimt txustst 
I f f * Intuvanet fInane* ^oipotsttofisi Oeyoxfwent mA 
In^mstiontl fliitnotng n^netoc* In tndlai •v«n tho 6t§mim4 
^etov of Cflpltttl eavkott tUI Mcentlyt « « « ^ e to 
t i » taet that <»ifiotltii%ln9 liha aialn oec^atloni did 
not Itnd Itaalf fo tlia floatation of a«eurltl*«| and gtowth of 
a*«uirltla» aaxkat was li«np«««d JNtewaa tha foxolgn btiilnaaa antov* 
pHwtnw aeeountad §ow tlia neaatojr p«rt of IndttitHal dtval^ MMflt 
In thi pastt dftpandad on ttv» London Capita llaxkot tathav than on 
tha Indian waxtat* ttertha»t ttia Managing afoney ayatant to a latQO 
ajttant* «aa alao ft«ponail»l« for tha non-davalopaiant of tha oapltal 
laavkatt for tt)a aanaglng aganta aetad both aa ptoaMtlng and aavkatlng 
a8anelaa» «ntf tha oapltal tiaiitat waa eharaetarlaad lay an ab«an«* of 
apodal Inatltutlons lo float now laauaa* Motaovart tha total nwibar 
- < m ) -
ot mmwiti*^ which mm UeM In m ttoek mtthmyf m»t not 
|«3(9t« Q&mffmnt ttcu^ltttt •ce«uAt*d iiftetly ball ^ total 
voJlw* of itstitt In th@ et|iit«l maitot* Uttthovt tht t^fulstdtt 
mm iBOitly intvtvetad In a •\tett l l « t el vptmUtiw eUstie* At 
a mmltp th» «!••• of InvottoM to puiebaw induet»ial ateiitltloa 
Oft • batlt waft and that* «at «li»taiie« of eontUWHMit 
in & los^a tanga of ^^ttt loa. 
tlHi taioxgiiiliatf aoetor of th» ci«>ltai maxltot oofiolata of 
Sndi^ Kifiont liinkara tn tonna and nonti^londavt In lutai and 
m m l « no oloaa eontaet batMrfn i t « d l f l a ^ t eonatttiftonta* thii 
atefoy l§ mm or l « « « mt off fiom ttia orfanlsotf aoetor* md ^ 
mimly of at tmit falla of fttfulii^anta 
aia^ Ofi mm* ^atlyt flnanot t^cost^tlofi ^atV r^ than 
pzo^etiOA md tm of in^fott ehazft^ thes 
Row i t can H^btly b« aald l^at tht oipital ft«flctt In India* 
t i l l tiM ttetnt paat* had nl) tht «hairaot»riatle» ttfualty awall^lt 
in » uRdtsMitvtlo^ teoncwy* tt was eonaf^icii^t by tht thttnct 
of Inatlfittiona IIM psoftttlonal pfonottra* Ifnrtttiatnt o» Ittut 
houtttp undoiMvyitlng a^tnelttf and financial lntax»tdlaittt« Yhit 
la|}tdtd tht f i t t flow of tt^lngt to iiwiuttiial Snvtttiitnt ftMiltlii0 
In tha atapant eharaettv of Indian teonoaiy. Itus, tixlovt fltirt 
tKiattd In tht atnfctutt of eaf>ltal aiasfctt In India* Aftt» tht 
aohitvtatnt of |i>dtptndtnct in 1947* a ittnd to«ttda an oifitftltod 
9towth of capita nexlitt oan» ho»tvt»« bt •afl(td« 
Soon afttK tht aohltvtiitfit of Indtptndtnct tht itxgtnoy of 
pne—^ia^ with laxgt teat* tn<ltttt»tiA ^valopntnt t « tht 
tttablltlMitt of a mailset- of mH dtv»lo|sfs»iit eofr>ot«ii^$« 
MolmiSng with ttii Indtt»t»lal Plnaiie* Gi^ sporatlofi « t iMtt* in 1948* 
Basldtt thf I^nc*! tilt «thor loii9»tax» fliiaii^ln^ tpfteltt In 
•iclttinev In India mm IS Stat* i?liiaR«ial Coipof^ atlena* %ha 
Induatrial C^tdit and InvaataMint C»ipoyatl«n of Ittdiat snd tha 
liiduattial QavalOfamit n^pk* Sndla hat mm ad iitN^iti neVwoi^ 
«jf is>*elal Inatltutiofia idf fwovldlng isadtun and im^i^m fitumm 
to lU^fttfy* Ihaaa vatioua eosi>o»atioAt hava not m ftor dona meh 
In tba H0M of a^blllaatlon of »»aoiif«ai fine the invaating puMlo 
otlwt than Inatttiitlonal Invoatova. tlia naxteai »atta of dtvldanda 
that h«va fcaan fijwd for thaaa cotpotstlona (othav thsn thf j a c i ) 
a«a fM»t attraetlva to non-inatttutlensl Ibivattorai ^iplto tho fact 
that thay cmry minSmm ^arantaad divldanda* 
In tha poat-tndapandanca pavlodt Ufa ittmtme* Isuoifiaaa In 
India has toeotdtd a aln^lfleant pxostoaa* Invaationt of iniu^^oa 
Itasda In i^atta «id dalianttttaa of ooa^iiilai inoTaaaad fnM {ta* 24«$ 
ofosoa In 19^ to Ra» oioyaa In Aftar tha natlonallaetlon 
of Ufa Xnatirinoa coi^ anlaa In l9Mt Hia Ml^ Iniurj»i($« Ootporatlon 
haa eoa» to occupy an ja^nant plaoa In capital »a>fe*t of 
India* Hi* InvaatMnt of tha Ut«C» In ^axaa aed dabrntutaa of 
cofporata undaytaltlnga Inoiaaaad ftois 97*7 etovaa In 1956 to 
aa* 1B9»2 ecofot at tha and of Masthi 
Motaovari tha Intaftatlon of ^ oigmlaad and tha unovQanlaad 
Ainh 
e^pittl »afic«t on thf OA* Hind artii the atenty «nd ei|>ttal 
ttaxit«t§ m fht h«t bt«ii pmtttiftiig aiwad ettadily* 
of lolnt atoeit fotn of liualfiaat» tha ej^andtfig tola of 
ttia fiaaawa In t l* ai»}»i* of mtal cfetflti tha aitablitlmaiit 
of va»lotta fSft^noial eo?(»oratloiia» tha axt«naloii of hatiking Into 
tha Ifltartor* tha dlvaralfioatlon of tha ftjnettona of eoamaietai 
bMka* govamvant ««»l8t0noa Sinauatiry h«va all Iwan tha oont»l» 
iMtlva laotospa to thla Ihtafratlon* Ilia fiool of invattlhla Amda 
i f ivtdaniRQ and fiaai thta eomon saaaivolr Hmda «tt Ibaing ohanntllttd 
tn^ tha tfiffazant 4l«aetto»at partly In aeootdanea with atatutoiy 
ie«|itl>i«antt md paHly In aecordaAca with tha »ata of xotiizft OR 
Invaataant. liow tha organlaatlon of eipltal fraxitat In India doat 
not < ^ a f t Kuoh unfavooxrehly with ^at of tha ^vaioj^ed eounttlot* 
tlMKigh mt» eomiAttad afi^irta axa aaaantlal on tha patt ol ^ 
'^smwmntt lifiwa^ta md mtmpt^mms In thla dlmtlon« Im 
iapottmt attpf havo hami tiAan In tha dlttotlon of attangthftfilfii 
•nd Ixioadaning tha of tha capital saxftat at tha aoutet 
A>r tha au|)ply of lUnda to Induatxy. thaaa xalatad to tha aatahllahi* 
isant of tha tfinit fjrtiat of India <whleh atartad itt jmblle oi»a»atlon 
fson July 1,1964) and ^ aatahlla^aiant of an Induatrlal DtyalO|aiant 
Btnk undav tha auaplcaa of tha naaaxwa 0tRk of India* 
I^xagolng dlaoiaalon tavaala that t i l l tha taoant paatt 
Indian coital navkat waft lll»davalopod* ^ t aftat aehlavanant of 
mdapandancat vax-loua davalo|»wnta In tha Indian Cpltal llaHtat« 
wmoving Ita haale dtflolanolaat way ha irlghtly •• uiaftil 
Am-
fttpt towfidt Ml oxginittd gvowth &i th« Out ef 
tht l^soxtaiit dWAlopRtnt* l « tht astabtlttw^t of flAimslftl InttI* 
tutiont inm tcxa« xi>at, mu to ptovyt ntdim m im^ 
toai flfimeidi to lf«lu»tiritl Selidft 
itltotts in (ltt«it tlw flfiiii«l«t titisiine* f i i o v l ^ |jy ^ t i 
IfittlttttloAt to tndlefi Ifidttttrlos witti si»«eial ttftjEOnet to cotton 
ttsctile tnduityy of ^ I s t I t moiil^  vtimmt to < f t ^ i i tin 
solt of Indian B#ilct towof^t ttie indttstvitl. i^etally 
m^im tru tofi9»tiaii nt«4t* 
Pxovlolon of fimm^ Ity l>9ii)Kt lor vsHouo to^lfwontt of 
IfMiuttJflil efite«|»]fltt» hQ» boon • »ibj««t of iMioh aetlmofitou* 
mmmt in Imil** llit lyttjnOtiittal SaiAtng liquify Oeiialttoo 
otciKliitd this IsttMi in dotolto Id i^so^t. Iite«itly» m 
@oiiitltt»t atu l^od ataor«ui« wliistttotl W vavSoiit astoeitttofit 
of ifidostxy* €mmwG§ ma banlct* hiirlfid « i mtf 
ixhtitttlvo pttutal of tlio f^toMoiit m mif ii^ th* dltouiolofi 
tn thitt pirtti ( « ) mmeixiQ of tm^otty l>y toduttflol lmkt§ 
ih) provltlon of iMdtmi torn flii«iio» to liKliittty toy 
eonRtzeUl bgnktg laxod bonking mi (e) short^toxii flnancSfig. 
Tho Svodtihl ltoii«Mfit of tm tht f i r t t irtttnpt OR 
the port of oeMtnitl btnltt (pa«tl«altrly in Mnltb) to tsittmf 
thtlt «etlvtti«t in tht «phtx« of in^atrtal fin«nai* Induityitt^ 
•t«tt«<i undty tim mm wpiHt of Swadvtbl Movtwntf wtf« Intwi^ 
t» iNi flf»«r}e«<i t)^ induttttdl baiMtt* rm mm 
pjmixmt mon^  Vmm l^ ankt mt$ t)# Sn^lm^eisBiftfc, t»«Of»l«*i 
tink of i>ufija)»» the Bifii£» tt» l»c»«l»a Sii^t tht HliKfttftan 
Budtt tilt Sntiuttttal mA tht Otnt»tl Sank of Iti^la* Bui ^ 
f|ftin«t»l cylilt 0f 1913*19 ttsou^ht • l i f9« mmtotw of tiitit l»ifAt 
t » tjtttift® «oti4 « » » t in tm 
pMMaottoft «v«« 8<(e«let«t04f toy tist pvtvalltii^ horn eomtttiont, lt»» 
•iscet«eirl«r ae^hitvtiiieiitt of jr^an «Ki Ofiieariy in tht Mt t tx l t l 
fltld tfHi tht «to«e eofittet imtmm tli»lv Indiiittlal and l»«nilt)g 
gyfttttft 9«vt t9 Sndlaiit to eoiyy that pattaan* 
ftia taeofid Iiidlaft «xp«»iiiaiit in Hi^iitvlal feankliifr Iia0«>i 
with m «atat>lt^nt Hi tua T«t« Intteamal nmk In m%% "ttuhtstvial 
hmkB itteaMi tho fa^on of tht 40b Usui mly ftw of ttim ceiiltf fa* 
at ^aiika, and iiona at Ind^atytal**^ All thia* femka iiatf 
to eioaa 4om In ttit ocnivia of t faw ytara» ^aiaaa tfm •AttaialaM 
of Indiana to trana|»lant tha Otmm nodal on Snditfi aoll could not 
latita vi> ^ daflelaney of tha xo^lalta knowltdg* « d oi^tlaneo 
Indlapanaabia f^v tha aueeaaaful eonduet of aiteh af>aelallaad 
opavatlona. ttiaso mat conftiaad thinking about tha «onstltiitlont 
ftmctlona and aetlvltlaa of Caman banka* I»lonatra of Indian 
Induattlal banka could net appstclata prlnclplo of thilt vfotkln^ 
that "avafy llna of thalr actlvltlaa iraa aatf.balanelng«* irhllo 
G«ff)an banka had anosnoua pald-iip eapltalf and uaad tht laau* of 
dabanturaa to aupplaaiant thair f ^ a md i m t adopted tha policy of 
I* Ibid, p. |40 
ptiMiMnt i«ttntl«ii of tndu*t»lal it«ijirltltt« fniiiii liwNitltUI 
bmk« mast* Ibntf* &i tt»iw omi 4»l!«fitiif«a nmmt fma 
fiMour wi^ th«R Mid their ftinde «t»tf i)0«tty» ti^  ptnsft* 
ntfitly In Intfdtttlal letlfis* 71^ Mtx* p»i»eyily dtpotlt bank* 
tett liidulg*^ III ifni*«t»tfit t)ttRfcln9» lonit « t t t 9lvtfi 
xvcklttily to p&t of tht lt» • f l t l r t of 
tim faoffowtrt novi mmr «oltiitifto«lly Itivofflgatod iii<f(li^/ 
«M»inti Milt ac i^fieod to iiofthios* oonotsfit without aStiiuitt 
•ootivlty* CSfifitiiMittIv* loan* ^emm iion«tli|tiitf* Apoirt 
Isoii Itf tlio Ifiiroitnifita mm not frvopoirly 4lvtytiritil «n<} «4a*ly 
•tltofod* Hw aicutlty oflixtd wa« not ataootoil solotttlflcttlly* 
Stfity of Invottetfit wst fttotlfletd ^ t hl^ h optenlatlvf »otiiin 
mvA ftonsttd ^^eulotton isany • tint* a payt of ttialar 
nomal activity* llity pafeh§m4 apsoulatlvt soeuyltlat to oaxn 
hl§h divldanaa to finy high of Intofoat on l ^ t l t t 
aoeoptfid* Momvtft ^ tnaffSclaney of tflyootora Ifi Many oatoi 
otaatod doufeta about ixinafidaa* wtst paid out of 
oapltal to eofioial the loal atatt of affaira ffoei tht ahno^tiolfiora 
aiKf othtr oittaMota, Hit eonoesna In iftiloti tht dtftotosrt 
Intoxofttd mm hi«rily fifianetd without taidno into oonalifttatloti 
thal» aouiidntia ot flnanolal stimdlns* Svtxy toyt of l^^klng 
bualntaa waa ufuttirtaliMm witlwut following tht ntotaatxy sttpa 
iotponalblt i»9r ^ aueettt^i junfiln^ of oiodlt or «Ik«II banks* 
tfMllacioto ooM»tfiatlon of tht ahott l^oan hmldnfi! with lono^ttiii 
extdit iMalntaa tttultod In locking ui» of l^ nda of ^ banks, tiits 
the l9i)0»anet and i^»IUdanot of indlflii befdcara Mdt position 
m s f r ) -
• t i l l tmytt. 
The of t l « f « Inauttirlal bMlkt tftwsr • htetl« 
3 t9 4 yt«tt ^imild fiot tiuluet tm to conelud* that 
Indltfi «efMliti<»ifi mm imfMionvabl* ^ e l tnftti* 
^tutlon*. In Vm thmm mi»h inaim bmkB lalltd to 
feliow m> rifht tochfii<iu* of ^ t f PftOtov* fott»ofittl»lo 
loir thdit mecottful iminlrH} mm stntyelly Igiioioi)* ttw Tat* 
SfKHtstrial iankff aftix' Iloat|n0 a iiuai^ ir ol tfi^stjrlal eonoosnt 
i^leh liitlBatoly lallodf hui U dbioxlttd wi^ nm ^ntiral Bank 
of Sttdia» Calcutta eaoa to 9rt«f afttt t»iO yaavs of Ita 
tatabtlaNiBafit. Hit Kaniifii Ifttfuatftal 6ai^ floetaiS attieaHli^ 
m ^ m U t and otha? Itiduftytal eonooana Ixit tt»y all want 
ll^liittloii. fha tndiaii Indiiattial Bank 4M oitflfiary t»«fil:lfi9 
fauaifiaai fo» mm tin* ma than i t caaiai to Oxitt* 
Baaldaa tl«» tati^llaliMmt of In^atrlal mai»9 privata 
•n^ipriaot tha naeaaaity of aattlf^ vp * imwelal iaatltytlon tot 
aolvlR9 tha pxoMatt of Indnattlol flAanoa Ifi India Ml Iwan atiroaaod 
by varloua bodlaa* tlw lAduatttal CoMilftion taeowaatitfad t l « 
aatabUatvant of imiuatvlal banka aa aarly aa 1918 and «•$ of ttia 
opinion that Imfiiatvlal bnik should poaaaai a pald«u|) ahaxo o » 
dabantusra capital high In pvopoiHtlOfi to Ita total builntitf t t ahould 
obaatva tha uaual pteoautlena la not allowino too lax^a a ahato of 
I t* IkHida to ba uaad for tha banaflt of any alngla Intaxtat oy 
m a ) * 
910UP 0f fln^eltlly Sfit»».diptn^nt ifittt^ttii its <»» 
plaiittt ibttildlfigt ImA should b$ e«f*Ailly «entl<}tft4 mA 
i ^ l d h$ li»tt«d In •aeh c«Mt tlit {sottlon of Its ifi«lu«tt&il 
faiittiwtt ihotiI4 bt eenlifwd to tht psovitlont « f tmsltlfig «flplt«l| 
it ihoitid pvftvl<f« Ifilttal ear^lttl nitti «iiitlont at any ^tliiQ 
l l « <iptninf yt«»§, ma thoultf mt ItMlf at f t m «tt«n|>t float 
«es|>«nltti ttiougli i t mtsy at)vla» ma attiat tn otha» wixya pataena 
ptopoaa to <16 ao« Tht main faotosr of talcty in an indua^al 
bank ia tlia Jtidl«ioua liaitatlon of •aoh data of buainaaa to Ita 
pmfmw pv^ttfon*^ 8y yaeoanandlift? ^^ aatibtlatMant of an 
Intioati^at a^iOi nodallad on tha iinaa of t)i» Snduattial Baaii ef 
3§pm$ thi indiiatttal Omaataalon doaitta to cenfina tha las$ts 
portion of t>afdK*a tsiiainaaa to tha f>xovlaiofi of tM»»lElfig tD^iUl only 
and ttiia failad to i^ pvoelata that auoh taati^ction tMmtd dafaat tho 
vaiy ^x^aa for n i^olt tlia hmik waa Isaing «ta>tad» 
1}i» wi^aaaa oubilttlng oxal ov vairbal ovidanea 
tha Xftdlffi Otntral Banking awmlyy Comittaa nota divldad on tM 
laauo of tha astohllahaiant of in<ftiat»ia hantea irith Stata ^atl^ineo^ 
Moat of tha tndltfi tritnaaata, whothar thay waio aooneiilatat IndlQanotia 
bankairai evmmteUl hankat of coanamt Indlvtdualt ev othat 
«ofpo»ata iDodtatf aaphaaiaad tha naoaaalty of aona aott of ipoolal 
Inattttttion tha {>iovtaton of long^ tamn induatrlal flnanoa* On 
tha hiiidi advom o)btaxyatl«na ftaia laado by tha foiotgn 
axpavta md fottlgn banka* »apsoaantativaa« Tha oantyal tgnklns 
l » ftapoft of Snduattlal GOiMiaaionf Para 291* 
encplty OomltUB « lUfStttlon lor tho fowatton of 
pirovlnei«l lndttfttta& fioiporatlonft Isut did not mik out tht 
ilttallt let* thttir eon»tltuttoii» Ametlons, lliRttittteiit» etc* 
0u»ln9 the tntfiNwat |)«irl<»tf« th« •B«»hafl« i ^ f ^ itm 
tiidtt»ttl«l hmkt to indi»«trl«l sseyt^ ase bmRft wfAti^lf « f t * » 
^ S r «itil>lifNMnt In tlw eontlnmtal eountrUt* net! 
0ttttt«fi<llii9 ilfv«i«]MMiftt In tt«tnt ytars In tht fotnstlim idiat 
««• known «• Industrial t>«nlst frwitlng long-tvsit wlittlta-
tl<»ii loans agilnat InAtatrlal pxopaxty llk« faetoYloat ji>lant* fte* 
Iw^atvlal lloiti«9« ^ ^ finlmd* tM Sndtiattlal m m m 
tnttltnta of Hungat^ i tlw Pxovlnclal HoftQait Bai^  mA 
tlw Matlofial Ceononle Bmk of P»ima «ro Inatanett in point* whilo 
•i l of tlitm «*cflv» 8 fioarantoa on ttMir <l«bant»i« botitfp §em tit 
prlvatf Joint steek l>iniit whila othart am ontlxoly ottftad oir partially 
OMsed by tha 8t«ta#»* 
tha difftionce iMtnaon Im^stsisl bank «Rd Induattlal iwytgaga 
bank llaa In ^ fact that fsoftgairt baniif ntltMir talo ^ laiua and 
undtXMv t^mg butlnaaa nor aalntaln or foguleta ttw prlcat of 
industrial stcutltlo* to tlis stiaxa aarkot* Thay asMly Qvant long* 
tsna loans on tha nortfas* pf aaatts sueh as plant m4 «aehtitafy» 
and building* 
With tha •stabllshnsnt of Industrial PInanet cof|»orttloli 
and varloiia Stats PInanolal Corporations for tlis provision of long-tsia 
I* Supplsawntary Hots sufenlttsd by Or* loknsthtfi to tt.P.CbwIttss 
of Industrial Plnsnes, Sss itsport p* 142, 
-(13©)-
ilnmm t o l * x 9 » « e » 2 « l r u f a « t y i * t wui IUMIIMI et MISIL-TEIT* 
lAdtt«tH«t »*tp9etlvtly« iht Itiii* « f tnHNitttlti l>»d(t or tnai}ftt»i«l 
Iftstttutiont hat now iMicoMt obtoltt* m6 of hittotieal 
|«l>ortff>et only* 
mwmm^ 
Mtxod bunking tapiiot tht t^ ltmlSng of ^ t i t hm^ki^  with 
IxnwslaMit b«iittlR9» Hw «tatne9 of ti^is Is tht piovlttioii 
bjf coina»«i6l«l banfet « f *tdluih>ttxii mA iono-tosii 
eapital to Indiiattlot* ^st iot i of ^vtillfig lont-ttitt f^sneo 
to iiHSuatsiot by temmwtUl bmk^ wit titiitlriod In ^ t a i l f by ibt 
iRdi^ t30f»tral Enqpiliy Coasilttto In I t li«(! toneludoil 
that « f i l «ittbllah«d bmk* lllt« th* it!|>»Hal nmk (now the Stat* 
of India) tod nlna othtt bl? Joint ftoek bai^ a night utlllaa 
to paif cant of thair ea|»ltal mA f^iarvaa m tha lania of l^avat 
and daliOAtiifte of Industrlai cem>«nS«a Ilka GaiMR Ctedit BoiilEt* 
Tha lapaH^ Bank had i|>aelally baait atlwd to taka laad but tha 
xaeomandatlona of tba Oonelttaa laatad In obllvton* 
Tha liamlUan Ownlttaa of tha 6.K* had dbaatvtd In i m 
that *ln Kny comunlty which wlahaa to kaaj* In tha van of 
tha fln^telal and Induatrlal woyld «hottld ba «loi« ly Inttgtatad 
thtough ii^xoprlatt «»9anlaatlon** Moxaovar* thai* I t havdty m 
•xff|>la m aeonoMic hlatovy nhata auoh a aapatatlon of baMkt (Into . 
•hoirt^tam «id long-taai finanea) hit axlatad mA hat axpadltad 
tndttatrlal pxogfttt* On tha eontravy, atcaiplaa of eotmtrlaa ii^l«h 
AiUh 
alxml l>inklfi|f mni liattviidil ttiti» IntfufttrlalltAtloii axe 
mm mmtm$m 
In l ^ t mmii CmmU9 ttw emnUtwm* thought to 
the ef dopplifing i m ^ ^ m e^ltal to Ul^ttflot. 
Tht ttvnd of «vt4tf)co to th« OosntittMi on this fxildtot 
of a iftlKod €h«mtor* Wbll* t^fOiontAtiifOs of tndostftoif 
in gontrti* that l»aitlto «tk* flfi«ne* ivatliblt 
U sMt Im^Um mem%tmmt9 of Mt«ttyf tht buikot-t tiiipfittltid 
^ t thtlr pylnsiir Amotion «•• to v«it»iot ^leMoivoo to ttv^yt-ttw 
fSnflne&nt* liowtv*^* ioat i»piOMntitl¥»» of oxpirtoiti} ttwiy 
vOK I^ntto to pxovl^ long-ttm finaneo agatnot fluoi) a«soti* i»fOvl<i»d 
iBoli advancot eotild ba aia^ fov boneowlng ffO» tb* ^ttyiw 
Sat^  of India* tht Gomit^t «onoliH!«di tli«t coMiotolal t»«tdilng 
pvaotiet tia» pxovtd auffioiantly halpful In pfovMlng flitanet to 
induattlto within Urn limit* of tha >*aoute«a availablo today to 
i»«ika In Inctia* *tlila pvaetleo* howovatf ^o t not pneum and hat 
not pzteluiia<l adyaneot of a aodliM or long^tom ohaToetor 
intflvldyal feantea «io tatltflo^ bi thoit^  o«n JudgMant ^at 
advwieta ax* fox- iKKlfarata flMtunt In omaonanet wli^ ofdinaxy banking 
pnidonco mA ox* olto consiatont with »aintan8n«t of Hquldlty**^ 
Hit oomntrolal biiiltt thtough ttwlir laxfp nmibot of tmm&m* 
ma thxoiigh mit eontaet with oapltal and non«r mi all 
llnaa of hiiintat axo In an advtfitagooua potltlon to atudy th> 
pxoapaet of tach antoxprlto agolnat a eoapxohantlvo poraptetlvo 
I* napoxt of tha Shxoff OMonlttfO* p. 48* 
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of t«onoKle ttttlfif •§ t Tbty ittt th# im§% ittiiltfi«tf 
igtner to idirie*! fultfmcit aod aattylal tsaittane* for 
tht liplfMmtatiofi of lonsh^m fiU>«R6S«l i>Iint« Itity Ifi 
«ttiitaet mt only filth Hnmtitl pfoMiiit fe«it dUto 
•Itiad ptoMant ef iiKtuatfltt In tlw emtm of ttialf um&l 
fauatnaaa of •hoH^toxit ftneeeinf* Tlit oupo^onoo fainod tn ono 
l^ anoh of llfitficlni aniy j^ so^ o of ott In othar* llofOova»» 
thoiir tntSaiata xaiatloii»)ilp w l^ iHm Hfim^eial mi 
of ^ Indifatty tfimild Ita of banafit to ttw lasga l»vaatliig public* 
Itny ofiii act m f t l l ^ la ^Ida to ttia by ttkim « 
loR^tatM irlow of tha fbt^ta. 
fhi Ifitamailofiel Mofiotafy Fkind lilaalon ^Uh vlaltad 
India In Ifftt o]>aa«iwd that tHa dlfflottlttaa m9*mn9 adNNotf 
otodit for Indwatrlt* mm dua to tva^ltlonat and eimtafvatlvt 
«ttl1»da of tm Indian S g^iltlAs aystiii* ^ r ^ t a m loano day* 
to*day opatatlont mm «yellatkla» but Oftdit tiad not boon forth-
coiilRS In adaqiiata «aaao»aa for toi^ laoaiiMint and ae<|iitaltloa of 
•aetiinary* Aa a eonaaiiiianoos tim lulk of tho airallablo baidt ovedit 
want to flngnolng tlia liolding of «ooda and voiy l l t t i * wtm to 
finanoing tha axpanalon of piodtietlon* tha Planning OwMilialon 
aloo eallad vipon tli» banking ayataii to praipan for a ittogriiMM of 
Judleloua eaadit craatlon aeMi^at In anticipation of tlio Inoraaoa 
In pxoduotlon and tht ayallal>lllty of gttmtlna aavlngt and for 
a ohanga In tha traditional outlook* 
During tha laat fow yaart* thara haa baan a awsltad ohanga 
In tiio attltuda of coMarelal banka to ptovldo aadlwi «id long^tam 
Hnttne* t^ Industfisl undartsklnst In tiidl«» thxcufti iiiv««t»tfit 
in covjcx^ x'Atc st«ti»l%lett advane&ng long^tcxn l«afi«» yfid«»»irittft0 
tlie •taisitl<»o» invMtnint tn Coifi»or»tl«ni and advttnttd 
«9atii8t cotpoitef ««euvltt«t* fb^t i « mftdmt ixm tht fact 
«h»t fht invMtmtnt of i«htdtt]i«^ banks In eoxpovat^ e«eit»ttit» hat 
•hoiMi e §U9dy Ifiei^as* igm Hi* 11.22 efOMt In 1956 to 
at* 2l«81 emw9 in Maieh, 1963 ^ r m ln«t«at« of Bhmit 100 ptr eant* 
eift meh invfttitant a patetntag* of total tnvaatatants ol seliadulitf 
feankt did not aliow any narkad tneyeaftt. Fot Instaneoi Invostia^ Nit of 
6«heditled bankf tn eoipOMto toeotltias at a ptteantag* to toal Invast-
ttintt Mountad to only 2*5 tn Dtewbayt 195$ end 2*9 in Mavcttt 1963» 
I t i t <lfia ^ a iuiittantlal tlto in tt>o Mount of total invottsenti of 
teh«(talad hmk* f j m Rt» 442 oirovoa in Dflei»)»o?» I9M to Rs* otottt 
In fiavelit 1963* On th« otiiat hand, pofeantegt of Invtatnant in 
Govatnmant ••euxitlas tiy aeliadolad fi9Ui«d at 83*4 |>«jr cant In 
l!aaroh«1963» ttiit stata of affairs nay p&Hly bt attfUmt^d to tfe« 
rtaUif of banks* iial^lUty, Which ars prapondaimatly payablo on 
dwtfidt and partly dus to Hio risk* Inharant in industiitl invoitusnt* 
At ragarrfs lonQ-tam loans, a fsw banks in India do aiska 
advaness to Industiist aoalnst fitttd asatta tint no iiptodats details 
ata availabia tsgaidln^ tha total voluns of such sdvanots* t t is 
tstmatad that st ths and of tho Isusy sssson of I96l«62, tho total 
outstanding aiadiiaa taw ciodlt f»«ovidsd by 43 laadlt^ g banks totallsd 
Rs« 79 etot^s ^ fomad |4 par cent of thfir total industrial Mdvam a^* 
A part of advanesB givan ostonaildy for short-ta» Is allowad to bt 
raRwwad (torn tins to t|»s. This part of finanes by 'rolling ov«r* 
doas Msst tha long^tsa rsqulrasMnts of industrias to a oart^n sxtsnt. 
tht paftlelfxildn of banlt in that* tssutt aty tfitdtl « 9xtat»r viik 
th«N T)!IT §xmt « f Jiof>9»T*X9I LO^S* A loan A»«Y NOXWALLR txptottd 
to tuiifi into oath In th« eooiM of ita caiotr axtandlfif o«*» • 
eatCHlabta pavlodt n^xtaa tha tnvaatoant doaa not oirdlnartly ll(|iti* 
dot* ittelf In «afh ma mr only ba eonvtttaiS into aftay 
•hlfting it to oth»3» tn^atora* TNi oht«f of ahexa i»iartteti»a» 
tlon ia loaa» whataaa tliat of Imtg-^tof* loan i a ^ ^ ^ ^ . . <. Pattl* 
In In^atYial aa^itrttiaa piovldaa a namwar iiatoln of 
aafaty tltei la ivatlaMa for a loati* Isaoauaa In eait of a loan tha 
o^ltol of tha b&twmdm ooneam la sagttRiad Isy tha lan<iSii9 
l^ anl^ ta «a a Itad^ a agalnat »lal£* 
airttia»» thi tola of i»anlta In widajnnrlting op^vatlona haa 
vacantly l^ aan wxy liq»oytaitt» Of ^ total ^Mnint of m tmmt 
undtfwrlttan atii^ lng ttw |iaYlo<l 19 )»a» eant waa i}n<Hi»«Httan 
by bmlca* Baintia in In^atvlally advanead ooontvlaa tutim |>l«y*4 
a alsnlfioant sol* lit tlia |>tovlalon of lotig^taiK finanea fay fonilng 
ayndieatta to taka up imdaiiitltlnf and Isatia fauatnaaa* But In India, 
Inataad of purohaaln^ tha Indu atrial a«€»»ltiaa dl«<a€tly» tl«a banka 
«aka tfialir fbnda «rlliA>la fS»» Indttatrlaa thiouQh ai>a«lallaa<} finanea 
e0i|)0»«tl0na» Ilka tha Snduatrlal Flttitfiea and stata 
Flninelal Goiporatlona« IndoatHal Ctadll and invaatoant Coxporatlon 
ate* and fkwf alao aiifcaetll»ad to ttialy ahas* e«i>ltsl* tia«antly» 
tha Raaam Bunk, on tlia meoinandstlona of fha SKxoff CoaMlttaat 
haa ippfovad aiieH aacuHtlaa eattying a ^latantaa of tha eantral or 
Stata Qovamnanta fof advaneaa undar saetlon (I7)(4)(a} and ttwa 
liaa anlai904 tha aeopa of bank* a Indlnaot paxtlolpatlon In long-taw 
Aim* 
Ift^ttrlsl 
tMi aetvmeft of th* tehtduUd banks agiliiet tM 
ghetta mi (SilMifit»t*« of dtoek «f^anl»t anwiiitta to Us* 118*19 
^ f t t out of tht total adNfuitaa of eioita aa m fibftiaty 3a« 
1963* ea cespaxad with Ra« otoita «a on DteMlMMr 3i,l9S4* fht 
«itf»«At i>»aeti«t of lha ftasatva S^ nk i t to looJt witi) dtafavmit oii any 
•dvamsa laada bf banka againat Induattiai wpitiaa* I f thi Haaatva 
Sank* a eont«ol ova» auoh advancaa toaeoawa aoia diaeiriaitiidttf^ and 
liJMral then at pioaantt isosa finanoa will ba availabla fot Indiistrtal 
mv l^tipmrn*^ I t will faeiiitat* tlw p»lvatt aactov In ^ttlnd 
ftoiticiti eec^odatlon tnem Baidia on ameh i^ataa «tKi dalMmtiitaa in 
a moia llbaral and aubatsntlal momU 
2 
aaeantty* i t waa attggaatad ttiat ^ m waa aoo^ ler eoMwxtial 
banka* axtanaioii of a»(fl«»»taiat otvdit within lliiita t^loh eaitid 
aalt^iiaid ttialjr Jtt<pidlty In vitw of thtit g i a a ^ aaqpatlanea lii 
tha finanea of tioiicing eapital i«tiuif«awnta, thaif oloaar Imowladsa 
of thi «»adlt»wottl>liiaaa of boytowava* and abaanaa of rigid ^ptoeadutal 
dalaya in tt«ilv daalinga* iaaidaa* a good portion of tfca daftand 
loma waa* In affaot* allowad to contmiia for a l<»ig t lM tbfeii9li 
taoinant xanawila or iollln9-«vatr of ahovt^tan ovavdraft and oa^ 
oxadit anransaMRta* Ttiia lai|>llad that tha baatc ohamtat of aueh 
Of tha ahofft»taxai oiadlt waa not ira»y diffaiant ftoa H a^t of foaial 
tain oitdit. irhifa atort->tacii ovadlt waa In faet parianalng tha 
a w ftmetlon na aMdltai tam otaditf a foisal taw loan had tha 
1» Hanotandw aitteittad by tha Andhra Chanhara of Cmmn» to tha 
Shioff Osnalttaa* 
a. Ilad«i» B*K. *ltola of Ooanaxolal Banka In Daval^lng Ooimttlaa* 
Raaam Bank of tndia Bullatm, jiuna I964, 
m htmtui^l i»tfde« I9 tiiilt eittfit fxixtlollot te 
fht «attint pottlbUf tAmt tt»i fdjm of tow « f thtlt l « « i t to 
liiiis^tii fhty 
Sii St]E»tf»ii»tt m ^w»ifK»t of mrntm *f India 
%lw coit tht btfikft* ptvtl^li^fttlofi In 
t*iii Ivndlftsi* St indtoiit^ • €o«|il#tt ehmm Sa ^ •ttitiiat iDd 
l>elt«l*t of «ht Di i tm S«nt( ovosr ^ last fivt y^mf* III ItSdf 
tmmmm nmt Hifvlng mt »»»ftiiiiiei 
i i » IfM^etvy, f « l t that tht |>«ttom of ^ m l i ^ a t ^ ttHlotk 
tilt tn^im oconeny wm ooMiltttil I t tfiemi^t on l>af^ a ^ «fit«t 
ntit of txi»li)tts« « « • obtftoutlf • nttt lln* #f 
Mttvltr* lilt ^ M m BinA to hav* a liatiaf la 
otlMoxtot of ^atfltlena I»iiailii9 t^thav iata In nm iay. Ilii 
gtaltaatlon ffcat Niriea maat fliiiiiet»9 loii»»taw ftsiatf aaatta ^wi»ttofi 
IM of thofV^isi l ^ a ptiliiiiia Sfi^ ioad tha ilaaaxva 
Btfik to Qtva • atgoal a^lfi9 i^ anita to lotttiii to trdiltional 
iMMklof, Ilia ^vtmoY of ttm mmwm Bani Hit that tha l»aHlilfi9 
iffitMi €01114 affoani to Sock l a i ^ fttntfa to lofig«tasii aaaatt 
fltat« tMnmm It affaetml tha timidity of tha baakiog ayatai^ audi 
aacof)tfly» fcaeauaa i t aatfa It «l|ffleoit fOt tha feanka to Mat tha 
«o«l(lR9 oipital naada of trada and Induatiy* 
It la vathar otixptlaliiQ to noto tin ohmgt la ttia ettttiido 
particularly when the resources for term-lending 
Of tha fraaam iahk on toiia»laiidiiig/«fa |>ioylda<t to tim hwlto hf 
tha ttaflAtfioa Offxporatlan {mm tiican ovar ly tha Induatflal OavolofMifit 
• c m ) -
tff fifty of fwflnifitt* lliKit It ia to tsy thst t t l » » 
lt{Kllt)9 bf eoiHMKilal bwikt afftettd tht lt<9iidlty of tlw t»iifttiia 
•ytttii* llot«ov*r» • Cttxtaln memt of ]»l«fi^ifis of Hmoitoftt o» 
ffiultl^cpottt 9iio«th of th* baRkliig ttiuettieo shmtld 1M •Itowittl 
at I t pzottlao* t ^ twit toanltt* ptovl^d* tl«& tetiHQa I t oporttod 
with tofiit *liull«»lfi t«f»gi>#iid« asalnet lapiiiiitnt of the l l^ ldtty 
of tti» bfnkln0 tyttta** piobloai la^ howiirtrt not ittttly ono 
of llQiil4lty» Sttpt theuld bo tafetA fot mfplmrnnttttQ bankt* 
ioteiii«»i«» 
In oidtt to tudblo b ^ t ^ play an Inei^atlnf xolo In ttia 
vipld lA^atrlttlltatlof} of tim eooRtvy without in any way ^ @tttlfi9 
tt# «o»fl<iti»ea of <^ « l t o t « t I t I t oas^itlal that tht owni^  totoumt 
of hankt ihottii ht liicioattd hy rtltln^ thi pal^ -^ ip eipltal oltlNit 
thioti0h Itttto of aiidltlonal thacoa or bf lR6io«tlfig thalt toativot 
mi ftoould alto os^los* tht pottlblllty of tupplttAntlns ^Isr <Mt 
by Ittiiln? cltbtntuttt* Flitthty« Intufanot of <ltpotltt at In tht 
U*S*A» totf immtmm of loaAt and tthrmett t t In Japw thtitld ht 
Ofganlatd. PIntllyt tht hafOct thouid wltftn thtit pioflt«au»9lit by 
onhmelng thtl» offloltney and cofittolllng thtIt oxptntt »at|o» 
At logaxdt tht i^etnt txondt In bank tdvane»t« thtit hat bttn 
• pfogtottlvt ritt In mm of Induttsy In tht total bank eitdlt 
ifeHng ftetnt yta»». Butt htto toof tht ntwtr likHitttltt ( l lkt 
tn^lnttvingi and ehOMlealtf ote.) oltlMd t lolatlvoly Itfflot thait 
of tht Inevtatt In tohtdiiltd bankt* tdvanett to Induttiy at conptrtd 
to ^ tradltlonti Induttvltt (lUct ootton ttxtl i tt , Jttto tnd tu«at) 
t « •vtdMit fKMi tht fnct tlMt th» of fii9iiit«rtfi9 
In total emdit to liKhiotcy fo»i fxoii S»0 |i«r 6«nt to 31.3 f>«y «tftt 
buying tM« porloiU 13il« lfKtlo«tot ttiit Intfltfi Cotton Toxttt* 
INttttty litt to n^toaeh ttit «|it«ialiit<t floiiielal Inititutiono to 
t m m m fiiiinclal c f l t i i antf nodttnit* I ttt l f la oeeontfan^ wrtth 
ehooQliiQ Qliteuntt«ieo»> Now lot no oxaetioo oo to Itow im tliiait 
iU^tmUl Inotltutloof aio ^ o wiil wlllliig to attt th9 ^ ontflno 
iiKS uf^ont iMMdi of tlio Inniaii cotton ami toxttio industiy* n i ^ 
thU Ofia la vlow, m ^ <llfeut« tho pott l>|r tispoinint 
rtninoltl litotltutlono liko thi IiKHtstirlal Fliiiii«o CSofporattoit of 
Ifidia* tha |tMiii»t«lal CfOOIt tinrattMutt 0»fpo»ittoii of lfi«llaf 
ttio Uia tnrntwm 0»9pow&%im of liMilst tlw dftlt i ^a t of tndl«» 
t ^ Hutlofial ln(Su8t»IA coiporatlon m tha Sn^ttiial 
fiovolOfsMtiit of India* tn fixovldHts loii9»toiai flnanetal atslataneo 
td ttfo tndiitttloa In ^ a t a l mA ^ oottim tontlto iD^atty In 
l»ii»tlcul«r» 
Hit fiaotf fOv a ipaclallaafi Inatttiitlon In India fos* eatoHAg 
iht long-tozii naaOa of ImHiatvtoa Mrota ^amvallyt on tlia on* lund» 
dtto to thi aDaanea of a nail dovol^od «a{»ltal aiafkot aim tho <laarth 
of taiuo houaaa and undaxv^tlng f lna » ai^ on ^ othat* duo to tlio 
policy puviuad hf tha eoNearolal baRka» In tha analogy of BHtiih 
banking praetlQO« to atehttw long^tosn InduatHal financing* tlw 
pioblaa of Inditatrlal flnan^ aaaunod a natr fanglad aha|>a aftot 
Rotlii Ka»»II duo to soeonvovalon of wcxfttea Induatiy to a paaco^ t^lna 
bfitit, M»e<|ulp»#nt of IndusttlM t»y •tf§eUm ttpiaetttmlt and 
Mfiiwals in plant «n<f «aetiifleiyi r«ti(mtlSt«ti«n sruf •i^tnilon of 
•xittlng Indttstvisl tinltti end «8t^ltf1««nt neii Itidiitmtl 
ifittxprltttt ufMlftr pl«ftn«d 
The Ftnanc* Oeiporation of lrMSS«i ttt up In 
{i«ovi<l«t ftnmelt& tttlttenco to ttfgt-tealo liMiustfltl eoneoint 
pi»rtiet>iarty in elmmttanoof nosnat ban^nf aeeoiKOdatl^ m 
is In ai^ze^riato ot mourefi to e<i^it«} tanua «s9the<t la Ij^s-actle^bla. 
Bia Oitp^xn^m Is sui^ziaad to loant or aubaexiba to atbanturaa 
of ln<hiatrSal eefieoma yapafablo a poartod not oxeatdlnf SS 
yeata« It la alao etutbotiaa^ to wi^ atwHta tbo tituo of atdckf 
abates, bonda or tfabanforaa by Induatirisl oonoamst tut It «iat dlspoaa 
of ouch aaeorlttoa within aavan yoare* fvrthoTt fuafiiktaatfi^ tba 
loma ralaed by ifMliiettial concofnst vAiieh oira rapayabia within a 
peflod not axcaadlng yaayat wHhIn Ita authority* I t 
alao aeta aa agant for tho Cmttnl Govatnsant in Mapaet of loima 
sanetlonad by It to Inctoatflal oonoatna ai^ oxtanda Quafintoa In 
raiftact of dafatfed paynanta by li$iorloi-a who art abto to »aka atieh 
arrangananta witb toralun aanufaetutara* 
The I»P«C.t« eo«i>latad 32 yaara of Ita worMn^ on Jtma 30* 
1979* During this petiod, aa a isionaar In the of lon9»t«»a 
ln«^atrlal finanoing. It playad an affactlva roto. Duringr thla 
pertod of 77 yaara, i t aanctlonad a nat total flnanelal aaalatMica 
of Ra« 362.09 crorta. About 70 par cant of tnia aaalatanea was 
6iiieti«ntd In ^ ffttlng t^ of now untttt Zf ptr etiit fay Ai^ ansioii 
of *3ilfttlngi units} S i>4i» itmt tow »<Ml«yi^tatlQfi« t«!iovfitlofi» tte* 
« f tht •xifttlfiff nfiltti 1 |>«r «tfit foe fnutpottt llkt working ««pltdl« 
Til* dlalurtintnt of ftwidt on m inmial wtrago flgurtd «t Us* 2«QS 
eiovot aurlffHT Its* 7*8 etotot In t956«.60| Rt* 16* 30 o fom 
In 1961*63 m^ etot«» dutlns 1964-69. Tht isulit of tli» 
momt (Bort than 90 per oant) ^Isfeurttd diiiiii$ th* latt alat 
yoats (1964»69)«^ 
m Induttt^idao iliattti|3ittlon of flnanolal atttatanet (not) 
apjaxovad l>y ^ CoipoTatton Indie a tat that «»ovt than tJuro«»f«itr^t 
of tl^ a aaslstmce was «»ietlim«d to lugiff chanlealoi iMmofomiii 
nataltf anglnatsingt t«»tlt«a and pi^af Imiteetiiaa whiolt la «vld«it 
ftoe tha 
flia tabia Indleatta that tha finanelal tsaalatanoa ^fovtdid hf 
tha I«F»C«t. to taxtllo tnduatiy waa |6«7 par eant of Its total atalttaneo 
In 1964. tha patcantagt Inoraaaad to In |965» hut aftamfaxda daeraaaatf 
43nd want down to aa low as par eant In 1967* tha |>as««)taga In aubaa** 
<^ant yaar* Ineraaaad hut raaaln ahort of 1964 A 1915 flturoa* A» tagatda 
tht flninelal aaalatanea to othar Induattlaa* tftnd Indltatoa aot* 
a^phatla to Mtgar and chtsileal Imhiatrlta. In eata of «i9ar Induatvyt Its 
ahaxt In flnwielal aaalataneot whiai waa only In 1964 roat to aa hl^ h 
aa 4U% par eant In 1966 «ttd avtn In I969t t^ an I t oaot domit i t 
•tood at d9»6 par eant* Mora than tha Maalnwi awar 
rtealvad hy tha taitlla Induatry. At ragaidt tha ehisleala* tha 
U Annual Raporta. t m 1949 to 1969. 
3 
I 
g 
«3 
SR 
sr 
« 
R 
et 
^ 9* 5 r? I 3 
1 1 1 1 2 8 
« I- « i-t ^, 
55 i i .'i i A 
I I S S s S 
3 2 ? 3 S 5 
S g I g - i 
f l 
S S 8 8 2 
I t I t t s 
3 S I S I I 
# !»•> «« 
i a S rf j j 
s s % n 
1 1 1 1 1 1 
i i i i i I 
•4 
m 
m 
% 
•(I4a). 
tht gliiat in lliisftelai nat 18*3 f>»t etikt Sli 1964 
mhi^h thoiitd « ttstitf iwm td i^l hit t^Alfi Incftatttf 
emS e««»tt<S ^ n t ^ ptt«tntt9« 18«3» flivthttt Juto 
Sftatfftiy iihtcli WAS tgnoftd t i l l 1968, tht 
tttcntlcui « f I«f«G«l« in 1969 «rtd ^ t « i^at* of I8«7 p9» mti 
in Its m n atttnpt* f }t l« iiidl^Atot eoaptfttlvAlyt other 
li»^ttrltti ipteinllyv tygcv tfid chmleal* ««• ^itlf ig mim iaphatlt 
thin th* t9xttl« immtKf nlilett in iplt* of its ufftiit iit«<tt and 
f ^ i m e m f 1« not fitting •vwii tlidt att*Atl«R i^lch otlit? trMtttttrl** 
«x« f t ttliHi* 
m hgvt aft*!! ^at 1«F«C*I« t i i m douMg ptevldliig valuable 
rifiinelal Mtlttane* to Indian li«Su«ttl«it l^t tht txtmf df i t « 
atalftafiet to ttxtll* tindNifttcy i t d^wmwM^  whtst « « to oihtt 
SfKfuattlta ipt«i i l ly» m§$t mxd ehtnictlt tt I t upward How Itt ut 
t » » iSm potltlon of flnanelal ttslttanet to 
tht IwtliR ttxtll* Induttty bf tht I«C*l«C«t** tfiothtr lupoHant 
flnaiwitl tnititutSon of Itidit, 
T f f g , m mm 
Thi l*C*f*C«I* vat Ineotporat*^ oft January fo» 
tht tfjtoifie puzpott of attitting tht Innfitftttttl ttittx^ylatt wtthlA 
tht private atetoir by attlttlftg In the exottlonft tvpantion mA 
iKi^sfiitatlofi of tttoh tfitex|>»lttt« It pfovi<itt ftnaitef tn ^ 
iom of lon9 or awaitiBNttna loant or t ^ i t y pattieipatlont untftrivri^t 
•<43). 
•h«ftt and MeuarltiAii guar«it*«» loans i»m othtr ptiveft invittmmt 
« « i m t | and futiiltMt aaii»9fri«lft t s ^ i e i l ma ndisiiilttrativt 
••sviets to Indian iDducttltt tl»o « i it6t« in dfet«fiiSf)§ th*^ 
••xvtett* 
thi hat carved out lotr its«l f • ^veiitiMAt pliet 
d a i ^ th* i»<»tt«d fSfltOTi y»iir» of i t i t]tttt«nct» t « p l ^ ^ 
m Inportnit i « l t 111 fli» d«vtto{!tttiit et tht Industvits In tho pttva^ 
bf pn»rytii9 not only lo«n« tiHit al«o :irl»k oaptt*! thxetigh 
dl>tet participation In thstft «i^lt«a and uf^nvyttlng of o^ltiil 
l»iadi« I t flit aim e^aitd tlio dl«tlnetion of Iwln^ • plontoir 
Instltiitton In India lo piovido flnmelal attltfanot Ifi lotolfn 
Ml II II ja iii a a otHdonoy* 
llw total of mi, oanetloMd during tty) fourt 
ilnet lnea|»tlon of tiit Ooiporatlon In upte the ond of I969» 
ipountod to {Is* itmm9 to 536 eoi^anltt»of iMnh S14 mm 
now iindt»t«^ln@«« Ont lttnd«td eoispaffilot mm sanotlontd 
aMlotanot lioth m itipatt and fovol^^ «iifxtno|oo* Of tHo 
lit* eiottt hfvt boon {tlvtn tn tht font of foivi^n euxvtney 
loght to 9f4 oosEpsnitti Urn eflofot In tiM fotM of xiiptt toant 
and 9Q«irantott to 126 eoa9>anlttt 50*SS otottt In tlw fom of 
tifidttwx>ltlA9 to 148 00i3>iiii«t and fta* 6.S3 ototot tuy wty of dixtot 
•Qbtcvlptlon to m ooi3>iiil«t*^ Indiiattitt btntfittlns fceit tht 
CSoxporttlon* t attlttanet eo«ty • widt «id Inolttdt paptrt 
ohnlotlti phaittaettttletit* tnglnttaingt tiigtrt tiiUatr* ttxtiltt» 
1* t*C*I*C«l* ISth Annutl Btpott 1969, pp* 14«17« 
•(144K 
ctatni, •|«ctftesl o^odtt fhlpplAg» die, 
QuiRtlt«tlv«ly i^«litf»9t I.Cl»I»C«X*i im ytt iiadf a MI»11 
tBl>aet m tnduttylal fliiine* In tht Ii»i8wiw3ri tht topottiiie* 
« f tM« Iftttttutlon should not Ibt iie«iiix*d in qumttatlvt ttsutt 
alotit* WHat I t la^irtaAt is the fiatiif» of ttt i^fattefi mvA 
«htth»ir I t f l l l t 9 neod not as^ t by tht eonventlontl touvetft of 
flnmc»« Sn thi« e(»At*xt« I t tt«y |>otnt«d out that tlw Cotporatlon 
hat tettX9»(r « i ont of tti* noit itmtimt undftwvlttng Inititntions 
tn Ifidie* tht ooif^ratlon ht« iilto built up tmUtt* abxoidt 
particularly with fot«niatloiiil Ftn«<iea OMicm«Nialth 
Mvalopoenti Flnanc* Oospany and mm loading invaalaiant tonettna 
mA In tha Unltid St«taa» and «aat Qatisany* fliirtha»« It 
has aamwid m Inporlaftt 9ala aa a •tqe^ilar of fotal^ cvadlt. 
rinaUir* tha eoipotatlofi has meeaadad In takSAf vp tha aatabllahDant 
of an IfivattRttnt oantta to aneoutaga aed pmm%$ i»a»tlelf»ation of 
ptlvata l^faifn eapltal* 
Tha la m only Inatltutlon of Ita kind uhlch 
ipaolallaaa In aaeu«lii9 aaalatmct fat Indian Induatylaa fvon fdztign 
eeuntrlaa* I t haa valatlntly lavga fof«l«n axehMiQa xaaoutoat and 
atlll laxgar foialgn coittiaetlona. Ita aasoolatlon tilth tha ifotld 8iiilc» 
fosalgn emmmUl hank* and Invaatnaiit hanfcat haa anablad It to mt 
aiaxa fttnda faoia al»9ad* 
lha Oofimmlon la davoting apaelal attantlon to flnaneln^ 
»iaklav non»t»ad|tlonal In^atvlaa* partloilarly »atal-baaad and 
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-(14^)-
ehtiiie«l ifidli8txl»» In ^ t ftilfllntnt of Hit plMinlng »«i|uliri»fnto 
of th« Siidi«rt tdonofiyt at l « ovlfliiit ftoa mom* 
fhft tsbl* thet oitt ef 17 indiisttlMt ftv« tli* 
nnjior t«elptinte of ftfiMielat asslttcifiet f fe » the t«C»X*C«I« Tho 
of their tlitfO In 1961 wai ««lttoh iiiotottad to 
67.7 tfiii 62.8 tn 1963, 196S» 1967 m 1969 vt^oettvfly. ^ t 
mm9 thtso flirt ftveiirtd tt)dii»tyi«»» tf»o tent! I t in^uttty oe«iipl®« 
tile |«st position a» l » trm tht faet th»t in 2961 Its thaxt 
<»tt of the tot«I ttticisnet pfovlditd hf ttio I«e«l*C*!« wat only 
^tr « « i t «h«t«at ehmloals* « t t « l ^foductti Paehlntty lljiniif«et»x« «nd 
eitctirloal Efplpn«nt« 9ot 12«6» 4.4t 8*6 mA 7.7 ptt etnt tteptotlvtly. 
the tsMe i^nhtr Indicates m Inettasing tremi tn the ftnaneitt 
easletsnce fiven to textile indttstty wMoh fceewe per tent In 
1969« But sMIl It occupies ^ e last position mmg the s«l<) five 
Inttustviest as la avident frow 1969 ^^ t e t «^loh tei«« lt that the 
financial assistance to chaaileals» metsl produets* siachlnery siamifsctute 
and electricftl etfUlpHant was es hl^ h as at>«6« I7»7y 10.0 and 6*0 
per cent reflectively. 
m s Clearly Indlcstes that the policy italcers of the I.C.I.e.1. 
do not regard the needs and ri<|ulreiiants of the Indian textile Industry 
so au^ Isiportant and urgent as those of the other iislor If^strles. 
Mow let us c^sratlvtly exso^ne the policy of the Ufe Insurance 
Getporatlon of India regarding pxovislon of finsnclel tsslstsnce to 
the Indian TeKtlle Industry. 
-(MT)-
l i f e |nttnr0(t<^  ^tmpY a Ic«y potltton In tlM ei|>itil 
« f a esHittvy* fhia «t9flfttsatlofi titlpc iM th» wbllititlon 
of Cftali tavlngi ifidlv&ttiiQls mA • ii»tl eonetlvtii tfit*frati4 mA 
dtvtrtlfltd litv9tti>»Rt ^litii l^vthertfi^ intftte»t « f tht 
It«lt«y»l«l4tft* l>it« 9c«Bt {»ot«iitletltt«t of «ff*etln9 a l»«tiiific»d 
iltvtS«piiRt Hi ^ foontry* To fn<Siat in the i^ t tx t of tht planiwd 
el tht «otnityyt ^ l«i^»tBtAt of l t f « Inaoranet lands 
t« of lfl^»t«flCII* 
fim U f i Insume* Ootpo^ ratloo m% iritlch em» Into «ef«ft m 
July lfl9H* trsnti»f»td t|} th» a«Mts intf llebiUtiaa |»rt«lAiiHr 
to l i ^ instrmeft Iwitlnott of txiotlns inayranc* ec»q>«rii«« to a 
atatutafy i^ipovatloni #ile}) bagin l i t f^tlonin@ on Saptanlit^ p |« 
f 
IIM volumi of na« tuatnaaa wvltt^ toy tha Ufa Intairanea 
Goiporatlon* Iboth tft India and outaldo lfidli« liaa aho«fi a ataady 
Incvaaaa aftat 1996* tlw ue*a oontlnuad pxo^foae In apxtadlng tha 
waaasa of Ufa Inauranea mmng tha ^antral public and noMllaatlon 
of aavln^a tttr f^ immtlno «eone«il« davalo^nt la >aflootad In tbi 
tacoid of Ita gxowlng naw lualnaat* 
Tha i«X*C* la tifcing an Inexoattno tntacaat In thavta mi 
debantmraa of joint atoek o<i«q»anl«a« Tha tnvaatnanta wata apxoad 
ovar a wlda xangt of Induatrlaa with Incxaaaa In onglnaarlnQ* ailnairalt 
olla tfid cotton taxtllaa toaing xtlatlvaiy latgan An InduattyMwIaa 
•lalyala of InvoatMmta In coxporata aaeurltlaa atwwa that altetrlclty* 
tngliMttiiif* I m mA tftt l* etlfitfal ollt* «ottoti and t^ amnt 
aecoDfit thtn on* htif of th» tottl tfiv#ttaMfiit«» ffit 
foti«wl»9 tftblt ttvtals the flnaflelal attitisfie* pvovldta ^ Vtm 
Coi^Y«tloii to turn Indian cotton t»xt||o Iniutliy* 
I4FE CORPORAtlOB 
SismXBtinOW OF IWVSgmENT IS as PIFHRBIT tmsmBs 
fli. In likh«> 
mm 10TAL pBmmtmu ID , i fom 
mi |02«62.9I 9l7a3 
1963 I^t77«06 1916*44 9»t 
1965 I99»S3*29 isa4aa 
1967 I92t80.83 mun tUT 
1969 ai0*ai.96 23T4.I0 11*3 
800^1 il^ftl iopono of iic ffOA 1961 W 
tl)* tablo tndloatto that th« «htt3ro of cotton md toittllt 
Ifidiittxy In tht fSnanolal «»tlttaneo ptovidt^ by tli* UUC, » « • 
por eont of tht tot«| •oolttsnct In St HifthtY ytvtfti* m 
Inososting tttnd of ftnanclti attlttuneo to ttxtlU Intfttttxy t i l l 
1967 iKhtn Its «haxt ntfit up to p9T emit of tho tot«l ottl^taneo* 
^ t In 1969 It ttm <loin to 11,3 tmt eont* In Qtnovtl ttait» It 
001 l » «eetpt»d that thofo I9 m ov»»»U Inotootln^ ttonl In tiM 
finiiielal a«tl»t«nei piovldtd to cotton toxtllo Indiittiy* 1btit« 
4»>ii«idtvl»0 ttw etitiesi fln«neial p^aitlofi 0I Xndtm cotton 
fii^ ttxtti* tfidufitxyt tht InefvaM In llfinneioi atsl§t«ne« I t mt 
of imei) tt^nlflcme* and in no to suffleltnt to 
iwtt l i t l«i9» mdi utQtfit rintneial fi«i»da fo» »odtxfilsatloft« ftovt 
l « t m vifiDilfi* tlw rifi«iiel«l attlttaac* f>jmvltf«d to thU fiidii«tfy 
iff Hit ^ t t Tfttft of IndiiN 
A tJAlt T«u»t la ••Mfiilitlly « fHianeial Ifitaiftt^tafy 
pullt ^ flittft«ial s««mt6t« of mtmwm^ mhiimitmm$ parttcnlariy 
ttw siBall lnv«tto»a tii«*ata m theiir Iwhalf* Ifi « wl<fii 
« f ateuriiUt. Hia Ibaale ofejtetivt tht Unit Txttat I * t«i 
l!oth small and lmtg» tmwatova tha aMsna of aequlrtnf ahaiaa 
In tfea ndKtMitng pioi^trity teaoltl^ ttm tha tiulttatvtal 
Qtowtti of tha eountcy* I t eonblnaa vtm atfvaiitatiaa of maaofiablo 
ivtuxfi* with litotauB tiafc* It alao htlr« tha eotafitsy hf elt«iiiitlllftf 
•awlitffa Into f»aN»(itietl¥t lnv«at«a»ta. 
unit Tniat of Sndltf tatabllahad by m Covaxiiiiant of India 
imda» tha Unit Ttiiat of India Aet» I96dt tint Into o{>ax>atioii fUeii 
l^ fentavy and atattad tht aalo of unita to tha puhllo itm 
July I»I964« Tht tniat hat bttn 0£g«nlatd bxoadly on tha lliiat of 
imit Titiat In tht tmitad Klngdoik Tha haalo Idta bohlnd atttln^ U|» 
of tha Unit Txuat waa to i^ xonott aavlnoa and Invaa^nt habit aMmg 
fta^la* Tha Tutat aohtM $>iovldta In a tln^lt ntdluai all thi 
-Ci»o). 
tal^ty « l eapittl* vtatdntH* nvtuxn* pio^stett of 
e«i>lt«l af^svetttlAfi* <ilv«ytitl6etlofi of ltivo«t»tfit«i md tax 
eoneoiilofil to tht imlnltiatM InvtotoY* In^ttiiNwIil l>ftiMi|> 
of Invotti&ontt fnaat ^ the Ttuet a » Sn tho follo;irlfi9 t«l»lo« 
tt OB 30ti> Jimt ^ ^ ^ ^ ^^ ^ 
iBs r iESF iSMNTisssr 
to total ^ total to tota to total 
Blaotfielty ^.16 3.18 ^ . 3 5 6.44 468.92 7#79 960.22 11.91 
AltMlflttM 3.5S 397.86 885.84 7.28 
Owa^ oidiO 2*89 107.60 3.37 282.70 4.70 515.81 6.40 
T^sdipott 97.98 4,tl 170.27 5.34 423.71 7.04 608.18 7.54 
iiibbac 15.3 46.21 1.45 109.35 1.82 1«.14 1.80 
EA9ltiaatln§ 14.10 513.34 16*09 1031.88 17.14 1200.05 14.88 
(ootSltJttto, ^^ ^^ ^ 10^3.10 I8tt6 iwnae 14.85 
vayon 4 tooUn) 
Hisetllantout 50.37 43.98 d6.74 35.34 
tOTALt 2080.13 100 3189.96 tOO 60l8.»l 100 e0i».07 100 
SOURCEt Mtmiai Ropom Of tlw tfnii^ tfutt of im^U x^ew 
196»«197©. 
11* t«blt xtvtolt th<it III itvfn iiMhiitirlAt inoludlng 
textlloi mw «o««Svlng about 90 p»t cont of Ih* total flnsnolal 
attlatanet piovtdt^ by t\m tmit Txtiat of tNta. tl^li pafetntago fUvthar 
inc««aaod to about ^ etnt by 1970. mt^lmmM ovotall poyetntaga 
inestaoaif •Ignlfleatitlyt tha ahat* of taxtllot oaiit down to a eonaldoxw 
ablo oittont ««hleh i t avlxfant fion tha faet that In 1965 tlw taxttlaa 
Si*93 ^ total flnenelal cttf whict) e«nt down 
to fit MfrSS ctfit Ifn Oti ftm othtx tiaiKSt tN that* 
prntcmt^ of aliMlAliitat ehttftlcala tvanspovt whioh 
iteod at 3«a0» 2»73t iftd tn irnrn^m to 
T«a8» and «ont yttipoetttfolv in l9fQ» th» t«blo 
Utttlkor In^tosto* « i«9ttliii> upifortf titnd in the fSnifieltl «iti«tine* 
itooivoi liy oil tho in^strlta with tht only «xe0|»tlon of toirtlloi 
vtMDCO VMi f«8Ul«t tXOndl l » 40lfRII«Ri» 
fhti olootly IK0V08 that tho ottwr tiidt^ tiMtotttlto lurt 
^ttifi9 l«vottt of thf tmit Tittst of India at tiM coat of tHa taxtllo 
In^atty whieh In of I t* wmw Inostoatn^ llnafkelal diffioultloa 
ta not in a poaltlofi to 9«t favour mm at th* {>tai¥loiia l«val| o^w 
lot aia axMslna tha fsolley of tha s«ttona| Induatrlal &avalo|»ant 
Ooxpofatlon lit halg^ lns tlw otft^iniaatSofi of tha Indi^ b ootton and 
^xtlla Induatiiy. 
IHE MLIFLOSAI IBDIRSMIAT. PEVEII)T«AIT OBFTL»G»IMOHT 
Tha National Induatvlal Davolopnant coiporatlofi waa aatahllahad 
on Octobaf 2Q»I954« tha Idaa of atatting tha (?otporat|on wa« fos-
flnifielng rlaky and I am oa|>ltal«conat»ln9 f>n»Ja«ta which **tha 
prlvata aaotoT woold net touch with a pair of tonga** tt» Ooxfioratlon 
la Intandad aalnlir aa m a^ ancy m m Inatfunant of tha Oovaxnnant 
foY davaloping ln<featrlaa and not aa a ptofit aiaHtng Inatltutlon 
lay Itaalf. I t la daalgnad not only to ajctand tha piihlle aaetor hut 
alao to halp atlpulata tha pHvata saetoy of tha Induatvy* tha ohjaet 
• c m } * 
of thtt GoxpotttSoa prtecrtly tlw of lii(ihiatft«t« 
t t «M i«hi«h « r « to f l i t tha Iti tht SJKlhiitH«l 
«txaetuxt* I t $!¥•« pirtoxity to th» •«tftbltt!«entt h » flit 
iiKtttftetait of €i|»ital tttehififtfy ^mipunft oHwi-
i f i^»tt l « t « 
A provltlon of «bout ft** aeof«« was nido evutleMo fo» 
tho iotlvltttt of tho K«Ut}«C* A of tlsoit ««foii»ett (tont«-> 
tlvoly pi9cH at Rt* exoxot) «r«t oxisoetftcl to fe* utlllMil for 
t«si«ttnf tht Dodtxnieatlop of tht cotton and |ut* ttxtll* Inctostriot* 
th* toot of t )* piovfolon* ••tSii«t«<i at «bo»t lit* 35 efosoot w«« 
to bf svolldblo for pic^oirlRg fitw baolo tnd iMiivy in^st»t«8# 
Tht Qdi^ratlon elto Ametlont « « in a t^ney of tti* fSovitxfuetiit 
iDX- ^  grinf of loant to any Indyttiy wHSeh tht Gov«tf«titit is^tlsot 
to « t tUt« Inlttallyf ouoh t oehtiwr of astlttanot eovotod loant to 
tito luto ami cotton taytllo Induattlos for paxpotst of modomieatloii 
ffKt Mtiai»llltatioii* U|»to Mave)) tlw loana tiiiotlonod to Jtitt 
md Gotton toxtllo a lUt aggfogatad ll«* «xos««« a^atnat tshioti 
m Maotmt of Ra* 14*9 ozoxot wa« tilal3U»sad, th» oo»irai|»oiiillfi@ ft9ui«ai 
ct tht ond of Mareh 1963 mm Ra* ciofttf of 'loana aanotiofitd 
una Ra* 12*0 OfOita dlsbutsoa* t l * loiAt iQy t l * GOfporatlOfi 
• f t xtpayablt tn not mm than IS t^a l miiial inatalaanta* I t 
would bt mm that ^ 9»ant of xthabllttation eaalatanct to tlw 
jtita and cotton ttjitilts h«« not batn oubatantici* A ntw aehaiao 
of flnanelal aaalatanet tfaa Intsoduetd by tha Cot|io»atlon with a 
vltw to ffMMdlng up pact of nodtmlaatlon of jNita and cotton 
pi l i t ^letigh ihott-teiM «!<} for lAittll&tl«fi of ntw aiaeltlfioYy 
iiitf lot foplaoing ol<t woin-oot noehtnevy* llndit this sehMMf 
iihleh It mly to pitsefmm of ln«llf«fiimt aiehliwrir* my 
eottofi toktilo or Juts 11III9 dasiions of ^stsSIInQ ms isschifiefy 
within eountfyt iB«y doposlt ^ f>»t otat of tlit eott 
of mth eiaehintvy with thi €oipotatioft irid tito Ooipoj^ ntion will 
ti«iio «ifftllabl« tlM f*<|tti«i^ iiachiii«xv to ttie iii iU tti* 
bslaneo of ^ i^tto of th* Aaohlntry I t fofititftd to fc* mp^M lit 
ftvo ««ftua} instalMtntt Ineludtng lfitox«ot of 6 pojr ooiit poar 
tssmm* ttm^ ^ fa l inmint «>o(i« hf tho Ooxfioysttofi to fht 
eottoA ttxtllo tililo ttmltr thit ^t^tmm fifuxotf ot 3*6 li^ht at 
ttio ffut of 1964* intiloatoo a irtiy poor m^mm to th» 
i«h«»o* mother tmimm for ptovidlitf lo « i « to Jut* ini a»ttoft toxtilo 
iiiditstrtot on st0rt-t»i»i fetoio agolnit p^anratoot m$ (wtljtttral 
•teurtty lor fhn ifietallttion of inported asaetiifitiy hti otoo boon 
Intzoduoftf* But in 1963^  tho Gommmnt dooitfml to dlieonttntto tho 
Wftm of franting io«n» thtough tl«t to tho Cotton Toxttlo 
and Juto ollla f^r ttodtmisstion md rth«ibiUt»tiO!i* I t wat tnttmdotf 
that auch io«n arplications ahtmld bo pioeooo»4 hf ^ tiKSuftrial 
Fiatfico 0)tporAtlon« with th» ostabSishMnt of tht IntSiiattlal O o ^ l ^ 
»ant Bankf tha woxk of oonaidtring loan ^ l leat ioAi froa> Jutt arat 
cotton tfxtila ttiila hat t)oan ofttiuatod to It* 
Tha abovo <liteuttion about ^ financial attltfanoo prov^oil 
by ^ N»t»D«C« lovtalf that tht j|a»licy attopto^ by tht iSovtrfMaant 
throitsh thit ooiporation for tMHiomisatlon* wat tlia tliMily action in 
tha ri9bt ^lioetlon. Although at ita Initial ttagoa tha help «faa 
fiot tlgiitficiRtt «vtft th«iif th* ^ofitlintatiiwi &t meh p0H€Y woultf 
hiv* jNisulted in isedtfnitlfig «ht oi^ mA eottoft t«xti it 
tnduftfy to « •xttnt. ^ t l t « dlteonttmietiofi elott4 
tlw doota 9t thi* Oo«}»0jritl«n tipoa « liHhi$tiy of India* 
mm lat m txwitii* f^t §ath asalttan^a It ehaittialtatil 
thxough thi Ifiduatttal Mvalopetnt Bmk, 
w pswmm pw w mm* 
Tha tnduatttal Dmmiepiimt BmOi of India la tha tatoat to 
tHa iarlta of apaelallMd Inatltot^a tot tip tinea tlidapandan«t to 
pfovtda Urn otadtt to mdnatrita. tin eaf^itudo of aaalatan«a 
pxwUM i3f tha varloua ftaiftcial ootpomSonat ^nsh ahowlns a 
ataad? inexaaaay haa btai) conaldaMd lfiadt<|uat« In xilatton to tha 
m»dtB of naw and Qfowimt Indaattlal fiitax]»irliaa* In v l t « of tha 
dlBionatona of tho pxehlm that rapid Induatrlallaatlofi |BOSta» a naw 
Inatltutiofl with wldar f^etlona and tatgo» xtaoitccaa than thoaa 
of tha axtatlng onaa to Iw noooaaatyt to eo«^irdtoata tNr 
actlvltlaa of ail o ^ r aeaneiaa* In jpurauanca of IHioaa ol»|ootlvaat 
a daelalon «aa takan lyy tha OovaxraBant of India aot up a naw 
atatutory Inatltutlon to ha oallad ^ IndtiatHal oavalopeant BaiUE 
of India* Aecofdtnglyt tha tnditat»|al !)«valo{»an% Bank of India Bil l , 
l9Mi waa paaaad hf tha PatUanant mA t)ia Bank atavltd Ita oparatlona 
fnm July 1,1964. 
In tha p»at alx yaara of Ita oxittaneo, tha lOBl haa ooneontratad 
lia attention on ptovlalon of fingnea to tha atyataolo aaoton s t 
-Ctss)-
« f liKliittiy iwetk •• etinwitf I t f i l l lMrt littte «hii»i««ttff 
eoH»saiii«tlfig iim «6tlvi%l«t iiiitltittiimf* 
Ihttft iatltt vxt partly tr«dttloii«| ti> netuft «ii«i partly flowtd tmm 
%})• of tfm Bank. tha Sank It mm t^tng 
att^ to Idanttfy invattMiit fixofjoaaia In tha lata dtvtloiwd taglona* 
I t tiaa opanatf yaglonal offleat mid liiitlat#<} iolntly wtih ^m 
Raaaxva Bafik« tN I»P«C*!« and auivaya of tti* 
tn^6t»l«l pQtafitlal of tha baelovaiKl fOflena to Ofialalt It to ptnU 
«l|>«to aotlvity In tim tnitit6tvltl i^avaiopaafit of that* i f « « « » t%t 
S^ ifilt l»ai iBo<{|iri«i l t « aebaawa of attltt^e#f both 4lf«et and indii^etf 
to extend flnanet to f>n»joet« looatad tn «paolfltd liaokwaxd a»taa 
m aoftair taina* 
anaiyalt of tlia HOfklng of tha S«!)*!B«S« tlioitfa tttaf ttiaio 
ec t^tnuaa to I* o eoneantration of Its a«atat«ie» In tha ootton 
tiictlloa ma lu^ar industvlat* tlwu^h ^ fallniea of othar Induatarloa 
on Ita aaalatanoa ha* lno«aaaad In fim laat tuo yaai^ af tha Itat now 
Ineludoa anstnaofift? (Ineluding Machlna tool*)* olaetsrUal aiaehlAayy^  
plaatloa* oli^aolvtnt asitvaetlon pl^ta* ote« A aobatantlal laortloa 
of tha aaalatonoa aanettonad ^rSn^ 19€i9»70 waa Balnly tn mapaot of 
»«chlnaty mmaimtuWH f^ltovi^ hf toxtllaa» fattUlaaira* Ohaaioala 
and fioad transpott* An ln^ttf)Milaa of S«&«B»t*a« total 
•aalat^ca to lnduat»t«l pjtojaeta durlnQ tha peirlod July IW4 to 
Jima 1909 and dutlng la ahown In tha follotilng Tahlo«mix 
Tha i i^a Mvaalo that duvlng loyf Major Induatrlaa 
Inoluding toxtlloa wtzo saeolvino alaoitt 90 |»at eont of tha total 
rmM J^ik 
(in evbm of 
IHDUStRV AoalitMieo 
Olvofi to total 
Aaalatanct 
Givm 
pateantagi 
to total 
l»xtl lt (iftoludliis) 
JutO 
31.2 4S 10.1 
tnduatirial Chatsloala 2ia io«a 9.7 
»ata| Siidustrlof 
ttanufaeturtng 
Haehifiavy 
31.9 
6 Othar |futost»iaa 9Uf 44.9 12*1 
lOmi ao4a too 100 
SCHIfU^Et /ttwiial Rt|»ortf of tlw Boaxd of 
SCSI f0t m V*«tti to Vtm T^Q^  
lifiant^ial help i^ xovldAd by ttm tfi«u»tyttl OovolopRtnt d«Rli of 
Ifiilla* ml* p»we»n*»90 Hivthty i n t f m ^ to «fcoiit IS pt» eont in 
But» i«()tx««t ovtir all poitfiittgo inefttoMS tltinifiotfitlyt 
til* thato of tttxtti«» e«M to • eontl<loy«bl* oietOAtt tAiioh 
i « ovidont fxoit tho ftet thtt 1964^ t l « toiitllt* xtotivod 
ilettt IS fMir etnt of ttm total finineia aid, in It cane 
down to low «• ibeyt iO ptv e«iit« {^ irthisr* »«iuf«et»x« of nadiiiiofy 
a^ich wat altoady having tN thaso «• high at about 2S por etdt of 
tm total aaaittanea» ciaim<l tha lion* a ahax* ifi Isy 
ftaching vary naat to 90 par eant of tha total flnanolal aaalttanca 
- C i s t K 
pmldtd lay ttw t*@»S*t» At ftt^atdt tht poslttod of (Nmlealt 
m4 j»»tatt« ^ i t •h%m alto ttm feiit tlit dtettttt i t 
ntitly by P*^ ^ ^ ami 6*7 pt» etnt 3NitiP«etlvtti^ iMeh aty 
rightly l>t ftftKltd «t intt9iilftcant« Htnct, I t em rightly 
lot eofieludtd that itfct othtr llfiaReltl ifittitutt<»nt» «l»ti<ly 
dlsuetst^f tht i t ttto ^ t thovrtng t tynpttt«tlc ind 
favmi»«b|t txtttwfit towai^t ^ ttxtll* ImSiittfy* Ut at mvi 
txnilnt the |»dtttlon of thlt Induttty in t ^ tt^elt txehMidtt* 
Tht tn^lffftztnt attltn^ of ^ i^^lt l i ttd Inttitutioiit 
towtx^t tht eotten ttxtilt induttty htt i t t t f f t^tt oti tht emitAt 
of Hiti* {i»ictt» At i t i t wtlJ; Imetai thtt htfh ^aat ^»lctt nttnt 
ehttptt to ^ Sfidottsy mA th» dttltt of tht ettten ulllt 
to rtitt tht ei|>ittl by sttnt of tttbllltlnf ^e i t ptlett tt <3ultt 
ftttunl* fiitt tht lollowlfi9 tthle vttfttlt thtt Hit ttmrlty p»lett 
of cotton ttiftlXttf thowing « do^ nivtvd tttmft <toMii fioia 
In to 73,6 In Itnuavy 1971 whtfttt tt«iittty pHott of til 
Myy mm 
J§ „^„,„M. uM 
m i 
1965-66 67*4 7»«9 
1966^ 47 64.a i l « l 
1967*6i 77*9 
1968^ 66a t7t9 
I969»70 6S,2 96«4 
^ ^ f ' ^ R t t t t v t B i^o f indit Bulltt^ti Dte.l^67« 
Oct* 1970 tnd llt««h I97l« 
- ( t s e ) . 
tfUluttKl** Mftlntitntd an upwaxd tttnd ma itt^xw^nl tmm 81.6 to 
|02«6 duvStis th» »em |»t»io(}« fhtit^ ttw eoispargtlv* iNmt 
^a t th0 tlMtt jprlcfte of ^ottim tt3itll» tfidii»t»|«t li«vt 
iibly bthlfid iJtm tliar* of all Inaiitttitt* 
tha battle caua* btln^ tha faet that shai* ptieta ait 
baetd upon tha piof i t^t l i ty of ttM IfMluatty eati not hn nalntalntd 
liy antavlor claooratloiit »batl)»» I t nay iw oaah aivldtntf or atoek 
I t lat tha««f0x0f oloar that I t will lem difficult fo» tha 
cottMi taxtlla Incliiatylot to talaa i^nda fzoai tht thaio nexkat* 
A study of tht now laaua eaikat will alao indloat* tt^t tha iiONfiway«l 
tttnd III ahaxo pvl^a Hat tl io tf^etttf tha daaitt of tha eeiipanlta 
to talat capital fton tha aia«lt«t at favoiirahtt »atta» 
nmn* 
Tha fjoaltloa of tha oot^fi toxtllo Induatty la not mch 
difftiont III tha flaw laaua naikat at la tvldtni Itoa Tahia « XLI. 
m m ^ varioua Ifidottflta, aimlnoavlngt oltettioHy 
^ana^atlon mi ehanloala oentmuad to bt (loiilnant tn tha ea{»ltal 
laaut activity In HoiNavtv* tha ahatt of mgim»tim Indoatiy 
In tha total aaount of capital Itauttf ilacltnad turn S|«6 pat ctnt 
m 1968 to n a ptr ctnt in i m m that of chiiilealt f f o « 
pat ctnt to ptr ctnt taaptctlvaly» whilt tho ahatt of oltctHclty 
Qtnttatlon Incttaatd fee* ptt ctnt In 1960 to lt*6 pt» ctnt 
In 1969* I t will alto fct nottd that whllt tht ahato of cotton 
ttxtllaa dtellntd ftom 10*7 ptr ctnt In l9Ai to 2.9 ptt ctnt In I969» 
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•(160)* 
thftt of othtr tcftllos worn to 6*9 i»«t emt In 1969 itm nil in 
th« |»t«irlou9 y«at« 
mm 
til* tinrim of tht oiittnial ^eiielM of f lni^o »tv«« l i ««ty 
eloarly that ttia eo«»of«tal t>mkft ^telalleaa flnenelal tganolott 
atocls axeh^oa aftd tha now issttt nerkot Hav* not «iitandatf taqultad 
flfioneoa to tha oottofi taxtlla Indtistttant mhleh liaa taft a 9«p 
tha naad fot Ainda for asodovnltnilen end ttm mx^tf of 
finidt fot tha pufposa* tlia Indiiattlal eradtt and ln¥a»laaiit 
Um of Sndie* tlio mtt fittat of lndl«t tha t^atirlal t»airal^ant 
Bank of Indlfty fxon v^oro long»tasn loan* ean bo oxpaetad for the 
SMKiatnSsatlon ara not ineltnod to ^im at laieh eonal(i)ar«tion to tha 
eotton taxtii* l i ^ t t ty at thay glvlfif to othar tnduatrltt Itka 
Chanteala^ Matat Ihtoduota* Maehinoty ttanufae^ra, £laetirlcalt, and 
Bnglnaarlns t^t|*i«tit* Kott of ttmm ara ftaw Inetutttlat md i»ffotd 
pfwlaa of Itetura daval^ pvant* ttnyi* th* Cotton toittlla tnduatyy 
Moatvaa pioporttonstoly lottar flnanetsl aatlataneo ^an tha ahova 
Kantlonod tnduatfiaa, A9atnf tha ttand of flnanotal aaalatenea la 
doMnward In eaaa of cotton tioitllo tnduatty at i^9pa«ad to thfta 
Rf»ly ftttbllahad Indiitttlaa* for rafiabilltstlng tha Ootton 
Taattllo tndttitiy* I t I t lapottant to tttaaailino tho MOi^ elng of tho 
tpadtliaad lnatltutlon», Modomltatlon la aiofo tocihnloal nAileh 
naadt «ora ta^ lea l itnoifladga on tho part of fln^iolal Inatltutlona. 
Hanca* I t i t ifl|>ar»tiva to Introduta ao»a apaolalltad aganey tuch «a 
•<161). 
oTS^mi ftSK^ILITAnO^ Alfl) aSHPORATIOK*' iMeh thottld 
to flnmelal i>!«defnltatioii of 
In^stvy. litis |»so|>o«t(} o«ganttitl«n may ftirthtt h§ utlllsnd for 
•liilloii< lfH}ii»tx>l«t lltet lh« jrut* fmtiU t i^stry Mhoee ntads 
•t« !«•• ttollet to «ottoii t«xt|l« IntSut^* Bttidts tbH^ 
eottofi t0tttle liiditttvtr sHoula etako tffottt smldng «8 ixieH 
•Avtragd m {sosttk>l« f^ lough thtm back In rotefvt* to i^td 
Its pwmmM df eo{}«xfil69ttofi« 
•ooOoo* 
INIimiAt SOURCeS OF FSNaa 
iHt a)ST MID mmm muLnu OP oorai mTSi£ mmrn 
Th* afialytlft tfi th* pttvlout Chapter hat •howi thst th» 
Ootton T«3ttll« tfiauttiy I t ftn^tfif i t tKttvmtly ^tffleult to rait* 
•da^ata IMt* lar nailasfiliatlaii* One ^t tt» isondtttoiia fov 
attJr«etlfi9 axtamal ttaauteaa la tha flnaneial atablllty and tint 
tata of latufA offatttf by a partieular Ifniiiatty* Sfi tMa Msr>*et 
thi finanolal poaltloti of t{w Ostton l^ aiettla fiKluttty hat ilttei-io-
ratatf «(hich In ttivn hat toaan tha iiatn faetdr In ebttxuetlnf tha 
flow of axtaxnai flnanea* slai&a»|y« tha lAtatnal aourcas of tha 
Cotton Taxtllo Induatry tx« alao fluctuating at thay dapond upon 
tha flnanelal tolvancy and profitability of tha Inditttiy* SInea 
tha pzoflti^lllty of tha Industry It featad u ^ thi ooat atnieturt 
and tuxnovar, In thit Chaptar I hava wialyttd thtto two faetora 
with a vitw to maauHnu tha aamlnfl 0i|>a0lty and ulttoataly to 
dotaxAlning tha taving ability of tht Induttyy* m daal than 
In tttsn In thi following Saetlona* 
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SEcnon « I 
IHE pntm COST SIWICTtlRE OF C»TO3 TEXtttE iNSISTRt 
Main fietors inflattos <so«t in thi« category axe raw material 
rising tven^a In wi^ efi* 
The Cotton Taxt&lt tn4mtxf in Smlia is facing tmpreetdentad 
coat inflation which haa aariouely cusTtailad ita etmpetitive eapacity 
both in the intetnal WK) the intaznational lasriceta* The pxoduction 
coat is f«9i8te3rin0 a continuous rise since 1947* 
The chief eienents coaprialngi taanufacturing coats are raw 
cottont wa9ea« fuel« electric!tVf mill stores and overbeds. The 
price of cotton accounts for ahout ^^  to 90 per cent of the coat of 
producing cloth ami about per cent of the cost of producing yaxn. 
Coupled with this* is the factor of wages, which is alMMtt SB per 
cent in cas* of clol^ and 20 per cent in case of yam*^ Thus» 
without any ^preciable upward change in th* pflct of cloth and 
with tlM cost of cotton itnd wages going up* the l^xtile industry 
haS| no doubts found itself in a very difficult situation during 
the last dtcade* These two najor sleaMmtSt which lUiflate cost and 
account for about 75 per cent of the total coat of production, 
dsserve further probe* 
ftm ODTTOHi 
When India bec«M independent in 1947, appxoxiitately 30 
1. Podar Raisnath, A. * Indian Cotton Mill Induatry, Nations Prenier 
Enterprise* op.cit* p. 235« 
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pcr cant of th» Cotton gmwlng axoa mnt to l^ akleton while olnost 
ail the toxtlU aiiUs «ioxe In In<lia*^ Since then* these haa been 
a ehxonio eotton ehortage* ihile cotton pxoduction haa ineireaaed 
both in acreage ee well at In yield pet acx«i the Inereeae haa not 
been eomaenmtjrate with tha country* a tequlreiaente. thla cotton 
ehoxtage haa been mede up thiough liaports* The following table 
givea an idea of the eoniMii^ tlon of Indian and foiwign cotton during 
the past im dcc^a. 
ira^E-, ytyi 
(Rew cotton consuo t^ion in lakh bales) 
PEaiOD iNDIi^ RSBEIQi TOTAL 
1951 27.40 11*06 38.46 
195a 43.04 5.80 48.84 
I960 41*12 9.85 50.9t 
1970 56.27 7.62 63.89 
SOURCEf INDIAN TEXTILE BUttETIH, April 1967 and Wtl. 
The table Indicatea an increaaing trend In cotton production. 
In I9$lt the conaunption of Indian cotton waa 27«40 lakh bales which 
increased to 56.27 lakh bales in I970<. an inctease of about 200 per 
cent. In spite of such increase, the iieports of foreign cotton 
continued to be s regular feature. In 1951, 11.06 l^h bales of 
cotton were imported i^ich cine down to 7.62 lakh bales in 1970* i.e. 
I. Report of the study Group for Cotton Textiles* KationsI Comission 
on Labour* Delhi* 1968. p. 36. 
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• ztductlon isy only 3i put e«fit« Thtis, th» hoae pxochietlofi of 
raw cotton ie not proportionate to Its inertasing demand* 
I t hat bean notlead that lisj^tta of foxetgfi eotton during 
tKe pAftt two docadea hum varied batnroen 5»00»000 and one ntllion 
balos doptnding asalnly upon local ezop pzo^ets« A caxtain 
portion of this long stepla cotton from t}*A«H* and other 
countriesf would necessarily have to Ibe Inported, liecaji^ cottons 
with mieh long-steple length) are not grovtn in India at present to 
any extent* while sone of the Indlfimills are equipped only to 
use. this superior type of cotton* Moreoverf the use of long 
extra long stifle la considered leore economical as cosq^ ared 
to oiediun and short staple cottons* iong staple cotton enables 
t l « mill to produce on an awragtt ahout 7 yards of cloth as cotEqpared 
to about 4 yards per lb. of medium and short Steele cotton*^ 
Further* the production of dhotles and sareest which sti l l continue 
to be the traditional mde of dress for the Indian aasses, re<|uire 
yazn of finer counts* Theze Is thus (tuantitlitive as well as 
qualitative deficiency of cotton in country ttakln? Imports fron 
abroad unavoidable* 
Qenerallyt the inport policy for raw cotton is decided on 
the basis of the expected indigenous production* the estlnated 
requlrenents of the industry and* of course* the availability of 
foreign exchange for such in^rts* Often* due to pgucity of foreign 
I . ICIif, Bwbay* Repoi^  t f the 8iiaw«y of Indian OottsA Mill 
Industry* 3i» 
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§xeh^g»f inportt of fozeign cotton has to be restrtetedf oauslng 
a ehironlc «horta9« of It . SurlUig 1964-66, a etmbtiiation of poor 
fDonsoons m<S m foxeipt exehoig* erisit resultfd In tho 
eurtalliwnt of i e^r t t and eonseciuentiy in thott&ge of cotton, 
imic has hed tht of foot of fMshing cotton prtoos beyond eoillnge 
(xeiBOved fioin 1.9.1967) fixod by tho <3ovotnin®nt for vaiioue varietios 
and eoneecmtntly increasing the prieos of ttxtiles. Hie situation 
vfith xegaxd to cotton bocaiae so serious that in Oe^ ndber 1966 the 
fovoxnnent of India by m Oxdinancoi, ordered the mills to close 
down compulsorily for one day to every uteelc in order to eoniM»rve 
cotton stocks, the Ordibnance has been lifted as frtm September* 
1967, becauM of better cxop proiq^cts. In accord^ce with the 
present position, raw cotton will have to to bought from abroad for 
nj»iy years to cone and the best that can be done is to progressively 
reduce the ^antuii of ietports through an IIE|>revifflient in quantity 
as well as (|uality within the Country. 
The desized increa^ in production of quality cotton is not 
•Ol 
possible so long as Indien famer is not in a position to iaqsrove 
the yield per acre. At present the yield per acre in India is 
very low as cosqoared to that in other cotton growing countries of 
the worldt which is evident from the Table- XLIII. 
The yield in tndia is the lowest at 117 lbs. per acre, 
whereas the world average is 309 lbs., U.S.S.B. irtiich tops the 
l ist with 736 lbs. is being followed by Mexico, tl.A.R«« Syria and 
U.S.A* with 618, &76t 901 and 493 lbs. per acre respectively. Even 
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TABLE * XLIIl 
conm YIELD f>ER ACRB m £BtECT£D OOOMiaiBS 
mtiti<i>ixv Awrnge yttW o/cotton*pejf tc*« 
fa» th» yeari 1965.66 to 1969-70 
736 
mxleo 618 
576 
Syria $01 
O.S.A. 493 
l»akistan 234 
Brasil 223 
India 117 
^MJ) AVERAOi d09 
SOURCEi Hand-Book of Statietict on CSotton Ttxtllt 
ln(iU6t»y, Cotton Mills* FisdtretioniBoaibayf 
l « t Joly»197U 
Ptydetan ha* an anreraga yield of Ibt, K0r« than doubla tha 
India yield. 
The aain naaon for tueh a l«fw yield* beaidat adverae 
aioiatuxt conditiona in the soil is the absence of scientific and 
iBOdexn methods of cultivation* ttM use of high yielding varieties 
«)d the lack of adequate irrigationai facilities and feztiliaer 
tfipply* Uoxeovert najor part of the land under cotton in India 
is unirrigated unlike in countries such as the U.A»R* and the 
•<168). 
U«S.S*R«, tthez* cotton is grown as m Irtigatod eiop« Of tl^ total 
aK«a« only 16 per cent (1*28 Billion hectares) is Isrigsted and 
the xftnaining rain fed*^ the Incidence of peete and dlteaees «nd 
an excess or •horta0e of rainfall also contribute to low yields* 
severe shedding of bolls Is a coimon feature* It is estimated that 
2 
about 70 per cent of the potential bolls are lost due to shedding* 
As a remit of m overall shortage of cotton In 1966 the 
prices of Indian cotton moved up by about Rs. 300 Rs« SOO per 
bale over and above the ceiling prices. The prices of foi«ign cotton 
also stwt up very high on account of devaluation alone. Since then 
the cost Inflation with increasing intensity has bscone a regular 
featuxe« Xn 1968» the average price of cotton was higher by about 
12 per cent over 1967 prices. The fall In production in the year 
1969 to about 58.50 lakh bales fxon about 60 lakh bales In previous 
season and the delay in arranging Imports of foreign cotton led to 
a sharp rise in cotton prices* The Index of prices Indicates that 
as cosq^ ared to 1966 the prices of raw cotton In 1969 have gone up 
by about 50 per cent and if conpated with 1961 figures the rise Is 
by about 75 per cent. Following table indicate* the upward trend 
of price JBovement of raw cotton and yam* 
1* Gupta, R*R. Crisis In the Indian Cotton Textile Mill lndustry» 
p. 21* 
2. Ibid, p* 24 
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ISDEX WtWBER OP »HOtJSALE PRICES OP RAW ODTICM AHD YABH 
1961-62 ft 100 
nm RAW Q0T1ON TARN 
1962-63 104 
w 
107 
1964-65 117 109 
1966.67 127 123 
1968-69 155 130 
Oaeeaber 1968 m 131 
July 1969 172 141 
December 1969 164 146 
SDOROSt I%e8«rv« Bonk of IfMiia BuUetln» Jan. 1970$ 
p. I6l» 
The tatolo indteates that vising trend of prlc«8 hat beeont 
« Mgulaz* featurt and th z^o i « not a ainglo excaption of lowor prices 
ovtr its px«viou8 laval even by way of twoporary xeliof« On tht 
other hand there is a algnifieant Intensity in prices during 1968»69 
«td July 1969 when prices increased lay atxnit 22 ^d 11 per cent 
respectively over their previous levels. Position of yam prices 
do not present a different picture. Mere too in Oecenber i969f the 
increase in prices is by 46 per cent over 1961-62 prices* 
There is thus m acute shortage of ra» cotton of both superior 
and inferior varieties which in turn inflates further scarcity and 
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•<170). 
ind consequent In eotton tlie tllvatlon has worstnod 
to meh an extent that i f no reraedial measures are tulten with 
inmediate effect, the very exietenet of the Industry will be threa-
tened. tl^ coti^titive edvantaae that Indi^ textiles so far enjoyed 
in foreign narksts on account of the availability of low priced 
doneetlc cotton hae also been eroded. Indian cotton was for a lon^ 
time the ctwapest in the world. It Is at present 20 to 30 psr cent 
dL<earer than eotn>aratole Iforeign varieties af^r naklng allowanoi for 
their high ginning value. ^  
The real solution to this ptoblea lies in Inereasing the output 
of cotton in the country and nalting It available to tlM» nllls at 
reasonable prices. Hw textile industry as well at tfw governments* 
both central and States* 8)K>uld arran^ larger and adec|uate Imports 
of fertilisers* pesticides and <|uality seeds. More Irrigation 
facilities through minor* medlu&i and major irrigation works should 
be provided to cotton growers* so that the yield per acre can be 
subttantially increased. Further* extensive facilitiss of tractor!-
sation and laechtftisation of cotton cultivation with iiqoroveiient of 
soil under cotton have to be vigorously undertaken. Thalr iiaplenenta-
tion will rehabilitate the industry en sound lines and the present 
acrea^ of about 20 nilllon under cotton is likely to produce 10 
fillllon bales of cotton awiually in place of present widely fluctuating 
annual production within range of 5 to 6 million bales. 
1. Mill Owners* Asaoclation* Bombay. Facts About ths Cotton Mill 
Industry of India* op. cit* p. 11* 
- ( 171)-
7h« nttd for Soprovcntnt In quality and yield of eotton has 
now bton x«aU»e(t In India, the Indian Central Cotton Conmittee 
ha* contriteited ei^nifieantly fcy its rtttareh In the field of 
cotton cultivation and yp sredetion of <|uality« Pilot projecta 
have tieen undertaken in acHRe cotton growing areas of the State 
under the aegia of India!) Cotton Killa* Federation* The faxiaera 
hgiw been supplied with ii^roved inputs md have been educated 
to use nodem nethode of cultivation* ltoreover» in accordance with 
the announceiaent in S»ptesiber the Government of India hae 
taken ovar the Jit|>ort trade in cotton with a view %a minimiee the 
difficulties of ttw ni l l i t^ich they faee in getting proper supply 
of iiqsorted raw cotton* 
the Govemment is also talcing Masuzet to increase the yield 
of raw cotton with a view to reduce the cost of production* For 
Instance, on August 29,1971, the Central Govemaent approved a 
three»year prograsae costing Ra. 14«74 crores to the country* a 
long dependence on Import of cotton bales. ^  the plan will bring a 
return of an aggregate value of Rs* 156 crores between 1971 and 1974. 
the incxefsed yield is expacted to be about 3«60|000 bales in 1971.72| 
4»20,000 bales in 1972-73 «id 4,80,000 bales in 197 .^74. 
Each year India's textile aills tuzn out about 9*8 million 
bales of cotton into yam and fabrics, though Indigenous production 
of raw cotton appxoxiaates 9 to 5.S Million bales. This leaves a 
1. Econoaic Ti«es, Septeiiber 30,1971* 
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9«p of 7,00«000 to 6,00,000 baUs of cotton betiwtn availability and 
n**<lt and the countiry bat to liE^rt I t by payln§ about Rs* 85 cxoxvs 
oaeh y»ar in foYoi^ n exchangt. 
The m^ iiR objaetlva of the mm plot . Is to endi the parvsent 
stagnation In cotton pxoduetlon by «doir»ting pzonotlonal (Btetuart suited 
to both Irrigated and raln-fed areas end isidee the country self««auffielent 
In cotton. The thre»»year programme would po|»}larlee use of pure 
seed tfid ne« varieties, application of reecoMnended (tocea of fertlllaerst 
•nd adoption of plant protection masufes, 
Under the prograrane six districts been selected In the 
Irrigated tone* Ferozepur snd Bhattnda In l%injab| Hisssr In Haryanai 
Canganagar In ftaia8thi»)t Baroda In Gujrat md Colnbatoze In Tanll 
Hadu. In'the cun«nt year j(197l»1 )^ i t Is proposed to cover a total 
of 4 lakh hectazes on cotton cultivated area In these districts* 
i:)urlng 1972-73 an additional axes of SOfOOO hectsxes will be covered. 
I^lloerlng by another 80^ 000 hectsres In ig73-.74* I^monstratlons 
of faxtn holdings In thsae areas shew that cofton production coi be 
stepped up by 40 to 100 per cent. 
In non^lrrlgated areast It Is proposed to Initiate a pzogrtftae 
on a pilot basis In approxlioately 1,40,000 hectares spread over seven 
districts In dlffex«nt States. These are Kumool In Kndhra t>radesht 
Suxendranagar In Gujratt Khargone In Itedhya Pradeshi Akola end 
Teotesl in Maharashtrat Dharwar In Mysore end Tinmelvell In Tanil 
Hsdu. 
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|fi Aaeh Mlected district, 2»000 hectams will be eovtMd 
m^Jt the "intensiw pxograRiw** and another ISgOOO heetaxes i^dar 
tht **«9ipand»{i pm9rmae>^ , Vm pmgtmM ncogmndB ra InbursaiMmt 
et cost of inputs tip to a proeeribad limit per heetare. 
Hotvevart tha lueeott of those sohaatos idnd pro9rai!i»s 
depend upon the cerioticrteit with whieh thoee laeamiros are eonti-
nuouily liq;>lenented. As far at the present aituation is coneezned 
the problenatie situation Is not squarely «et. 
W A 6 E St 
Like tm natorlal* wa^et have also 8ho««> eontiniious «ipward 
trend* tn ^ cost stxuetuxe, wages are the second najor it«B of 
ptoductiont accounting for about IB per cent of the total cost in 
case of cloth and 20 per c#«t in case of yarn. There hac been no 
relief in the upward trend of this element of cost, let ae, there-
fore, dlscuse the wage 8tructttx« to suggest laaasmres of refozii in 
this direction* 
the existing wage stnicture in the cotton teKtlle industry 
has been evolved after the Second world War. Prior to 1940, wages 
were fixed by eoployars, in sone cases, after negotiation with 
trade Unions* 2n a few instance, courts of enquiry were appoin^d 
(after the Congress Govexnmant took office in various States) which 
were rei^nslble for recoanending wages for varlmas grades of 
operativea. The profits after 1940 Increased due to World War I I 
and the cost of living also rose very steeply. There was a deiiand 
•<174). 
for lnex«aM<l wa9«« and a dcaxnaie allowanet was lntK>due«d by 
t)w tn^loyers. Ahmedabad was th* first csntre in India whtzt 
dsaziwts allowanes was Itnki^ with the cost « f living indsx iUi 
1939* 
With the eoning of demoeratie govejtWBonts into powar in 
tha various States in 1946, end thft dissatisfaction of labour with 
than existing wag© ratss. Tribunals mm to enquire 
into wagss and wozfeing conditions in ordsr to n^e snitabl* 
rscomiendations* ttwaa Tribunals took into aeeount »ieh factors as 
ffiiniaMB dietary requixament, t } « size of the family, the condition 
of the worit etc* in arriving at the ipiDttni of basic wages, as 
they ought to have been in 1939. The year 19^ was ti&en as ttte 
base year bec«»«e i t was at a t ^ when prices were stable before 
tt«y began to rise as a result of war* Ihe Tribunals then fixed 
the deamess allowance on the basis of living index in that centre 
based on the 1939 figures* tl^xe was» however, considerable 
variation in t l « deamess allowance as well as t l » w^es* enong the 
various States* and to some extent, i t stil l exists* the causes 
of these variations desexve a suneary discission* 
The inter-State or inter-industry wage differentials ®ay 
be the result of SUFHPIY |:»9Sition, influence from the side of deaand 
as reflected in per capita value productivity or the influence of 
cost of living. 
Wage rates prevailing in any region are influenced by factors 
govexnl^g the denand for and supply of labour* Assuiing that ths 
dtmand condltlont me* givtn and that |>trf«ct nobility of liliour 
do«0 not oxistt gents-ally, the wage level i t Inversely xtl«te<f 
to the labour tu|>ply.^  In other wozdt, wagtt art higher in those 
ztgiotts nhezt iurpltst labour foree at a percentage of total norklns 
pO]9ulation i t lower than in thote xtgiont whtrt i t i t hightr« But 
hart i t tiutt be kept in mind that in toiae caitt a eonparatively 
tmall l i^ur suxplut or shortage nay not result in high industrial 
wa^s btoaute plentiftti etq^ ply of cheap labour i t available in ttw 
adjoiflibng ttates. the influx of cheap labour Into the deficit area 
nay rei^lt in deprtsting industrial waget in that State, tn iam 
other cotet tht level of waget »ay be quite high in tpitt of the 
fact ^at State thows a lazge <!uaiitu(!i of turplut labour for^« Tliit 
say be due. to the fact that that State is acl^ially deficit for that 
particular t^a of labour* Anyhow* pezhapt one would be justified 
m drawing the conclusion that the e^iatence of surplus l-^ smir hat 
a regressive effect on the level of wages. But this neglects alnost 
entirely the influence of detR«^ d i^icht in mm sense* asifst be 
dependent on considerations of productivity* 
In tbB light of ^forvstion derived fxoii the study on the 
*0ittribution of National InCoae by Statet* undertaken by the 
National Council of Applied Econonic Retearch in 19(5» i t can be 
concluded that the levtl of per c^ita value added in the different 
Statet CMiet vexy near to explaining the pheiWMnon of intexv.8tate 
differentialt» Thit iMant that the batic influence on waget i t the 
1. Uoydo G* Rtynold*> the Evolution of Wa9e Structure, I9&6t 
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|tv0l of •eonottic dcvtlopRent in diff«x«nt Statte anti « «iov«n»At 
tewavds nwrxowlng int«i<»stftt* diff«xenttalf wtlt havt to anait 
gxoator xnlonti balance* 
fhui, th« oxiatanco of thtaa intozwStat* o* tntex^trMfuitry 
waga diffoxantiala aay bt tha x««ttlt of Mpply poaltlon or du« to 
tha influanea fxoia tha alda of dt»and at xaflaetad In ptr e^lta 
vdlua pra<toettv|ty« faetora liko lavel of aeoiMMiie davolofXMiitt 
varlationa Ifi ttw cost of living Indax aa wall •§ in tho dagxta of 
nauttaiiaation of tha Inotaaaad ooat^  axa aleo not to ba ignoiad 
totally. 
tfith thi conatitution of the f iMt Wage Boatd In tha year 
an atteept waa »«le to fix enolunanta for taxtlla Moittra on 
a national aeal* and bring down ttM dii|>aritlaa batwaan differtnt 
xegiona* «;ith sinllar olE|$e6ta> tha Saeond Board waa conatitutad 
at th» end of tha year 1964 and It aul»ittad Its report In 1968* 
At a retult of the «warda of thaaa two wage Boardtf Deaxneas allowance 
haa bean inereaiad to ensure greater naiil^allaation of the coat of 
living m»art fnssi flat Increaaaa. 
thi foregoing diacaiiaaion xavaala that after the Saeond World 
War* due to rlalng coat of living, laiproving Induatrlal eamlnga, 
and increaaing labour pressure, the wages beg«n to witness an upward 
txand, to i^lch, tha cynpathatle a t t i r e of the popular gevaxiMMnt 
«id the orgtfilaed efforta of the trade unlona played tha role of 
contnibutory faotora. in theory aa well aa In practice* the 
govexnnent and the Trade Unions aupported the cause of working 
Am-
elatt* llhascat tht Gdvastvnent, through •naettttntfti trlbuntlt 
mvA Wast Boanit, consldarably Iftpirovcd th« laboyr eonditioiia 
mA sneeatsHilly »ifi|Biis«d the ditpaHiiaa haimm dlffavant 
fagiofii* tha Trada Un&onat through eollaetlvt l>azgaliilng» hsl|>d(} 
the toxtllt woi^ era In the siBttrlaHietlon of thair 9«iiitnt 
danarMia, 
thiia tha Trada OIIIOR aovanant of India fsada tha labour elate 
conteiottt of thalr arlghta twit i t failed to aakt tlita vealitt thtlt 
dotita tfid ittpontibilitiet. Such a situation i t dot to tha faet 
that in Xfidia th» msvnmnt dtvtlopad at an txttntion of tha 
political wovmentt and hanca, the union oi^eAiaationt ai« 
dominated by the polititieal oxganiaationt* Tha trade union 
leedtrt are {triiaarily tha Miaibert of the politieal partita and 
only seeondarily tr«de unionittt* 
Oroanitation of laradt wlont by politioal partiet haa alao 
9ot l^r tant xepereuttiont on the laboitr*«ani^eaant telationthip* 
The iNiion leadert art bound to 9ive laort ta^hatit to tha batie 
ehangtt in the political and t^on i e franamosi^  rather than tolving 
the iaaitdiate pioblent of o^tbtrt on a conatmctlve lint* On 
aeeount of thtst xeaaone, tht tmiont in tht Industry have not ao 
far thomn nueh intereet in potitive progriMwt of eonatxuetivt 
cooperation like Joint contultationa» participation in aanageawnt 
or Mthoda of inereaalng productivity of labour* lack of 
productivity contciouanttt on the part of labour and go alow 
tactica art alao tt« rtfltction of tht t«M aituation* Monovtr* 
pMpagntien ol eontM^t and hatf*d esaintt tht eepitalitit hat 
«ad« tha vforkera nen-eooperativa mi cutpieioua. Mueh of tht 
aggxaaalvanaaa and vloianea of tba woticara ta alao dua to «nlon 
pmpaganda In tha opinion of tha Induatrlal Snqulty Coiiaitte»(1948)* 
I f tha aiovasiant ia to IMICOB» *of* tha n^ozkare r a t ^ t than 
«for* tti» Koxkarat tha laadtrthlp alao ahall hava to ba davalopad 
ffoft tha i-ank and flla of wozlcara* Dua to lew lav«l of edueatlon 
an ozdinary lnduat»ial wozkair fatla to undai^ atend the puzposat 
funetiona md opet^ atione of tha trada i»ilona« On account of thia* 
tha woxkara hove to dapand upon tt« laadtrahlp of outaidata« Mwy 
t^ ada union offlciala today ara Indlvidualt tfho are not newi nor 
have «var beam noxltere In the Industry or oecupation whieh thilr 
trade union organises* tiany of theae so*oalled *outaiders* ha^ 
•ada outatanding oontrlhutlona to tha trade union oiovaiRant, although 
milortunataly aoi» hav* not hitltated to use thair poaltlona for 
j^raonal or ott^r enda aa diatinet fron tri^e tmlon purposaa*^  
Participation of the RMMibara in the trade union affaira 
ia particularly naceaaary In view of th» new role whieh the unions 
have to play under the changing pattern of tha aoeiaty In tha planned 
econowy* I t is poaaihla to foteaea and indeed to see already todayw 
a shifting enphasis In the trade union atovanent «way fiO» sole 
concern with conditions of labour In a narrow eanae «id towards a 
wider intereat in pioblms of pr&duc/tl<»i and efficiency on which* 
1« Qovem«ent of Indiai Iteport on tforlcera* Education* p« 11 
•<179). 
in tlM «on<litiont of Itfaeur The «t««ntl8l t*tt 
of trad* unioiilsKt nay well b« l i t ability* in achtavlng Its prlaafy 
din»» eind onet thtst al»« act eehlevadt its ability to ^xn Ittt l f 
to a nawt lass i^ctaculari i«aa fl^fostiva, but •van w»ta cenatzuo" 
tlva xol«» and at tha aaoa tiaa vatain ita ntncarthip and its 
diseipllna«^ tinleas tha noifcers can graSD the fUnetionst ptiirposea 
and opeiratlons of trada unions. I t will tw difficult to cuatain tha 
loyalty of wovkara with tha changing solo of tha unions In tha 
plannod aeonomy of India. 
I t is in tha intozast of both w^zkaira and as^loyeirs to woi^  
in cooperation and parfom their »as{>aotlva duties with utnoat 
sincerity* tn other woxds, tha worker through hSs efficiency and 
hard labour oust try to increase the production of quality goods to 
the naJdmiB possible extent. On the other hand* tha eitployer aust 
aleo f^el hlaself duty bound to provide for the worker not only the 
bare necessaries of l i fe but also other neeeasary f8eilities» essential 
to give hiai sufficient strength and will to work. 
the-above discussion indicatee that tha fndlmtextile labour 
of today Is In a batter position to aehleve the siaxiauit possible 
rights by way of oollactive bargaining through the labour unions. 
But aide by side It also points out a vary alaming situation» vis. 
the trade unions, have aiade the workars teallse their rights but have 
failed to inculcate In thas their duties and responsibilities. They 
1. Kiritaldyt H.St op. clt. p. 37. 
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ix« alto tnjdeting In thUD th« t»«di of hatred against tho an l^oyar* 
nils ^nd , it contlnutdt is bound to offoet advarsaiy tht paying 
eepaeity of the industiy at vntli at tht aazning postlfelllty of the 
labour* 
Tho dlteuttlon rovoalt that eh^ng* tn tho attltudo 
of thi worker Is tM only way to aehltve coioa dagrte of •fflclanoy* 
fha anpSoyor should not only pay naad^ batod wagas but aloo nidca 
p«>iwents aecording to efflelaney. In other wotdt wagat should ba 
wedded to affleloncy tot the rehabilitation of the in<hiitry« I f 
I t ia not i^Mi the eott Index will continue to thow tiding f3«nd 
and the wage ooet will alto inetea^ pzoportldnately and tOibetlBiet 
oven aoze than that, this view It ^inher aupported by the following 
tables Indleating contuBwrt price Index and the average »onthly 
deaxneaa allowance paid to workeirt. 
W r m 
npyim Pfh m mm 
1963 W66 1969 ^ 
M i l ft^y I r ^ I I , I . 
Ahaedabad 85*65 138.80 175*11 10^ 
fioabay 96.08 148.62 186*83 999: 
SOURCE! Coaplled fioa the relevant Itsuet of the 
Indian labour Journal* 
I m m i 1969 * 
M M I . , I n . i - i I • • • f ^ r . i W ? r 
A»«tdabad 105 130 169 m 
Bonbsy 106 130 176 m 
SDURCEt H*Mfve Bank of India Sulletln, Jan* 1970,p. 199 
Tht abovft tablto indieatf Q continuous siting tz«n<l in both 
eon$iitaef prleet and the aonthly w«g«8» In Ahnedabad and 
fionbay tht eonauntr prleoa wtr* 105 «nd 106 in 1963 and incfoatod to 
169 and 176 in 1969 thowing an inex«a6« of 61 per etnt and 66 pet cent 
lai^ctivoly. The awrage acmthly 0.A. paid at the aame two places 
during that period increased fxoa 85,^ 65 and 96*08 to 11^ *11 «nd 166*83 
^wwing at ineieaae of 104 per cent and per cent Xtt%>ectively* 
This not only shows a positive corelation in the increasing trend but 
also indicates that in ceiqsarison to conwa^r priees the rising 
txend of average nonthly D«A* is ooxe intense. 
Wages, both basic and deamess sllowancet have been going up 
constantly under govexnnent orders and by virtue of awards of industrial 
tribunals and labour courts costing out ftom tine to tlne« The wage 
bill of the industry Airther went up with the enforceaent of various 
labour laws entailing additional financial obligations in the shape 
of Mqployses* provident fUnd* state insurance schanMs, leave with 
.(18 2)-
wag«t zAtrsnetment ecmpeiisatlorif irtileh foin a «&zeab|« {Mii>e*ntagt 
tho l^tai iwag* bill* tt» awsnt of paid hoJtldeyat gratuity* ate. 
hat furthar bozdanatf the industiry with oxtira eoit« As a Msult of 
thist the wage bill ifi the cotton textila industxy is eountin? new 
heights ovayy faonth* «miia the paxoantage of aalaj^ ies wagtt in 
the cost stmettjza for all industries Is only 17*40, i t eostat to 
26«& par eent in tha casa of cotton taxtiles* Slnilarly wharaas for 
all industries the share of the wages in net output is per centi 
it is 69 per eent for tto cotton textiles.^ 
jUfiothar factor which is rt^iionslble for the rising production 
coat is tt« agif^ labour force eo l^oyad in tlw cotton textile ir^ dustry 
and a decline in the wonen Idbour* Par exeHq;>le, the niMber of wonen 
enployad in the Indian textila industry declined fron lt03»800 in 
1952 to 79*900 in 19S6» a reduction of 10*2 par cent to .?«6 per cent 
2 
of the total enqciloyRent strength. Stallarly» a higher labour tumotmr 
and abaenteeitn in the Indian Textile industry have farther added to 
3 the burden of riai"? production coat* 
The riae tn wage cost dua to phanoawnal Increase in deamess 
allowance paid to workara is also beme out by the following figurest 
in Table -XLVI* 
I* Replies auteitted by the Indian Cotton Mills* Federation, Boabay, to 
the questionnaire iasued by the textile Enquiry Cnitnittee, 1958>p*3 
2. GovemMsnt of Xndiat «o»en EaployMnt 1901»1956* Planning Coaaiission, 
August 1958* 
3. Seport of the Textile Connittee- lUO Seventh Session Geneva 1963, 
pp. 44 ta 
•(183)-. 
MKimUW W^S DEARNESS ALUmmCB IH 'rBXTILE MILLS 
(In li.) 
BOMBAY JOWSDABAD MADHAS KANPUB DELHI W. BENGAL 
tliniffium 
bfsie wage 40.00 38.00 40.00 38.00 40.00 36.17 
1962 95.76 88.52 79.09 65.43 74.76 43.08 
1963 96.08 85.15 82.05 66.69 75.60 48.28 
1964 114,79 106.97 96.68 B5.58 86.60 53.13 
1965 127.08 125.90 115.14 101.92 97.23 60.81 
1966 148.62 138.80 125.49 106.76 114.16 10.03 
1967 167.56 172.77 137.34 133.30 135*50 82.01 
1968 179.54 172.85 139.99 136,92 143.54 95.93 
SOilRC^ f CoRpUed fxom ttw Mltvtfnt Insist) Labour 
Joumal. 
Th»M a rtstog trciid in i*ag«s in all the cmttnn nainly 
on account of iwgular bicKaaa In dtaznata allowanca* Wages vazy 
flora centra to centre but It is easy enough to compare the miniavK 
wages of 1962 and 1968 and got an appxoxiiiate Idea of the rise in wage 
eosts« the atiniaKm wage of a textile worker in Bombay in 1962 waa 
40 basic and Bs* 95-76 deaxness allowanee» n^ing a total of 
Bs* 139.76. In 1968, the §em mxk9r got 40 basic and Rs. 179.54 
as deaxness allow«icet naking e total of Rs« 219*54 and showing a rise 
of about 62 per cant over 1962. Tha corresponding fifpires for 
Ahnedabad are Re. 126.52 in 1962 and Bs* 210.85 in 1968, a rise of 
-(134)« 
per centt in Madras fvom !)•« 119*09 to Re* l'?9*99» a rltt of 51 
per contf in Kanpur Re* 103.43 to Re* 174*92 a rise of 69 ptr eontt 
in Otlhi Rs. 114.76 to Re* 183*54 a rise of 60 per «ent, and in 
West Rengal from Rs* 79.25 W Re* 132.10*8 riee of 67 ptr «ent. I t 
will thue be teen that wagte have rietn at the islniimnn levctl by 
mf than 60 per cent in nost of the eentxts* Since wages conetltute 
about 25 to ^ per cent of the total cost, a 60 per oent riee in 
wage eost iiould mean about 15 to 17 per cent riso in the total cost. 
The situation becomes aoxe serious when we consider that 
there Is no cheek on ^ rising trend of this eost olenent. Since 
1968 there hss been a ^rther rise In wages apart from other cost 
itens and under present ocononic aid political clrcunist^tiees* I t is 
expecl^d that they will further raove upwards. The average deamese 
allowance' Incxoase paid to woi^ers for a standaxtl tiooth of 1IS6 working 
days Is shown In Table. XLVII below* 
rm-Mm, 
wmsimMmMjm^mMmm^ 
" Increase In Increase iUi 
9^6y over m OT m 
Bonbay 4 5 
Alwedabad 1 4 
Sndort 5 7 
Taaill Nidu 3 14 
Delhi 2 6 
West Bsngal I I 13 
K^ur 1 8 
SOURCEi The Econoiilc Septe«ber 15* 1971. 
.(185)» 
Tht tabl* indicates that thexo has been a ris« in Dsamess 
Allowanct in all the savan csntree. An Inevease of 11 ptr cent 
and 13 ptr ttht In 196d aid 1970 xti^aotivtly In »ast B»ngal Is 
tha hightst followed in ozdei^  of |3««eent6ga ineraasA l>y Tanil Nadu* 
Indozof Del hi» Bombay* Xanpur and Ahmadabad. 
In othor centxes not ineludod In the tablo the rising txend 
la not at all dilltipant. Apart fxom this trend the industry has 
bean further obllfad to jb l^ement reeonmendotions of the Soeond 
Wage Board of 1964-^ involving a burden of Rs* SO orotes iUi the 
five years beginning from 1969* or m average cnnual eii^ enditure 
of Rs. 10 erores.^ What is aore* In some states, notably RaJssth^ n 
«)d West Bengali the industry was CMpslled to pay more than the 
Wage Board reeoomendations even though one of the eonditions was 
that the mills aceeptlng th«K should not be asked to bear additional 
burdens during the five year period* 
Labour^  dievtra for higher emoluiMnts to lead « more healthy 
and contended l i fe is most legitimate. Since the last war* big 
steps forward have been taken to provide nany important benefits 
for the industrial population with the object of promoting its 
economic and social well-being. Schemes like Employees* Provident 
^ d and Health Insurance are two of the outstefnding instances in 
point. 
Inevitably wch far-reaching social and ameliorative measures 
1. Second Central Wage Board Report 1968. 
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«x« •xpensiv«, how»vtr, inditpentablt thty night tw* The eofttYibutton 
to th» infUtion of the wage bill which Is bound to wtigh htavlly on 
l^ xoduotion costs tmlost thost is a Dioportionste ificfeess in tht 
pxoduetivity* 
Tht analysis cltarly indieatss a shaxp rising tfsnd in ths 
pzoduetion cost* the prices of raw cotton have Increased by about 
75 per cent and the wages have gone up by more than 60 per cent over 
1961*62 level, Vm position of other elements of cost Is not fouch 
different. Since 1961-62 there has been a general Increase in the 
cost of stores as well as other eatetlalt and the electricity charges 
have also noved upwaxd due to Is^sltlon of surcharge* Moveover* 
coal and fuel prices have gene up by aore than ^ per cent during the 
sane period* 
In view of the above facts, I t can be concluded that there 
has been a eibstantlal rise In production costs. This Is supported 
by the following Table- XLVXII. 
TABLB ^ 
TOTAt EXPENDITURE INCURRED BY THE OOTION TEXTIiE 
XNDUsTRy FROM 1960-41 to 1965-66 
ITE» 1960-61 1962.63 1964-65 1965-66 
1. Raw Katerlals 26,950 30,891 36,813 39,587 
(14.6) (36.6) (46.9) 
2. Other Manufacturing 7 ,9 » 9,912 12,240 13,353 
Expenses (24.9) (54.3) (68.3) 
3. Wage Bill 13,871 15,697 18,909 20,174 
(13.2) (36.3) (45.5) 
4. Other Expenses 2,634 3,463 3,776 4,314 
(31.5) (43.4) (63.8) 
5. Excise Duty 1. Oess 4,041 5,959 7,621 7,411 
(47.5) (88.6) (83.4) 
55,431 
m m v^m 
unwci ifvwrw om* o» Anojia ouiiwvinj iMcvaovryivofyp* i^ o^e 
(NOlEi figuxes in brackets Indicate percentage increase over 1960-61) 
•<187). 
the total «)qp«n(lituxt indleatod « coneistcnt upwaxiS txtrxl 
during th« pcfled uniNir review consequent on the rise In eaq^ndltui* 
in all the items. In 1^5-66, the Inezease in the total exijenditttxe 
was about 54 per Mnt over i9€0»6l. The rate of increase in relation 
to that of the various items in over 1960-61 was the highest 
in excise ihity and cess, oloaely follo««ed by other nwufecturlng 
expeneesy other ej^nsea* raw materials and wages* ttte rise in coat 
structure of products ie a eountry->wide phenoMnon. I t needs 
collective efforts of the govexnment, the labour and the industries 
con<^ zfted* I t c ^ not be denied that the need of the hour is to <»trb 
inflation and to increase productivity at all levels* 
WE sms POTENTIAL OF CBTOK imtltE tWStlSTRY 
The foregoing Section reveals s rising trend in the cost of 
production of tsxtile goods. Pot a ^rther understanding of the 
problen, the revenue receipts through sales axe also analysed in this 
Section. Realisation proceeds largely depend upon the hnw conmnption 
-(188)« 
«nd conditions pftvaliing In tht wot Id maarktt* 
HOME CJQtlStiMPTlOWl 
In the hoine eontunption* tht gxeen vevelution is a x<»de i^ng 
Itatuvt* I t hat hiou^ht x«li«f to tht OiiiaDon who tike« 
slightly bttttt food than befoxt* in th» matttr of clothing he i t 
ddfinlttiy ill-elothtd* If the allloMiiert* ettimates ace «mythlfi9 to 
90 l»y» the chtfieee of sfty ttveteal of the pxesent position in the near 
ftituie appear to be t^ leak. 
This ie & poor «td1» of affairs because sinee. independence the 
goverranent has esrefttlly nurtitied the growth of the textile industry* 
The conmon nan has been protected fron the Indlserimlnate rise In 
prices* Until two years ago, tht prices of 40 per cent of the cloth 
pioduced by the nllls were rigidly contxolledf even now the mills 
mist sell dhotiesi sarees and other wearing i^arel of * coarse* 
varieties^ sccovnting for about a «(Uarter of their out^t» at fixed 
rates. 
The per ci4>ita consuaqption of cotton cloth, vAtich is all that 
the vast najority of the population can afford, declined fxtm 14*71 
metres in |995> ^d a peak of I9«10 netres in 1964- to 13*9 iietres 
last year*^ Accordingly, the st«ndard of consumption per htad works 
out to two *sare»s* and two * blouses* to a wonam, one*dhoti* and two 
shirts to a nan and about three 'pyjanaif ifid three shirts to a nale 
I* HaM S^eok of Statistics on Cotton Textile Industry, published by 
the Indian Cotton Hills* Federation, Bonbay, February 1970, p* 19* 
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child* Suttly^ this MHiagz* st«ndaz<l of elethlng of th« peopU whoe* 
countinr It a i«ading f>i»duc«r of textiles em not be xesazded afi 
satiafaetoty.^ 
A coapariaofi of these figures with the level of per capita 
eonauBqption In soste of the eivllised i^utitrlee of the world would be 
instxyctive« m off»tafce of cotton eloth per head is 64 squax* 
YQjnis in th& OmS^ A, 0 35 yeti^^ in S2 y^* in J^m^ 19 Y@rdie 
in and 17 yards in Iraq* 
the xeaaon lor this an^alous position in India is the high 
prices of cloth coupled with the low purchasing power of the OMnffiunity* 
The distorted pattern of the family tsudget accounts for the absozption 
of «ich of the consunerH income by food and housing, leaving a 
relatively snail balj^ce which is inadeciuate to tieet hie clothing 
lequirsMnts* This depressing position can not be expected to witness 
m othexwise trend as long as the prices as* not sealed down, thxough 
higher productivity, enabling the consuner to buy more cloth out of 
his preswit ina>iie« 
I t is the considers ability to buy that detemlnes the per 
capita off-tfke of cloth. Since the capacity to buy has been seriously 
ls«>alred due to evei^increaelng inflationary conditions In the country. 
Its repercussions have also been felt by the textile industry* the 
1. I.C.M.F, Boiabay, $u«vey of the Indian Ootton Villa Industry, i960, p. 
2, Rational Productivity Councili Cotton Textile Induetry in U.S.A., 
Japan, W.Gexnariy, Prance, Switxerland, etc. 1960, p. 
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eontnimtxs x«v*il» that durtog I963-69 th» wbol66al« 
prlc«i of 9lc«t wNiati ntlk and Qh*tt 94ibU otic and sugar and 
gur hava gone up i?y 100« |24« 85t 141 and pet cant xa^ctivaly.^ 
I » vlaw of tha phanottenal yiaa In food pyleaat tha eonsunax- ties 
baen obii^ad to Guztail hia axpandltufa on i ^ e of fiMtlly bitdgat 
othat than food and aa a raault^ his ability to buy his clothing 
taqttliwsants tsuffaxed a aarlous sat baok as i i avtdant fxtm tha 
followtng Tabla* MM* 
tmm * mx 
(In iwtxaa ) 
wm mix CUOfH mcmmiaimi SEGWR torn 
1961 9.44 9.30 14*74 
X962 9*04 9.26 14.30 
1963 8«48 6.12 14.60 
1964 8.73 6.37 15.10 
196» 8.38 6.19 14.57 
1966 7.63 6.75 13#78 
1967 7.21 6.16 13.37 
1968 7.87 6.25 14.12 
1969 7.20 6.30 13.50 
1970 7.11 
V . . . 
6.41 13*52 
SOURCE! Indian Ttxtlla Bullatln> lasuad by tho of flea of tha 
Taxtlla Co«Riltalonar| Bonbay, Jan* W7l, p. 15 and tha 
Bconowlc Tl»aa« Sapta«ba* l»tWtl. 
I. Saaam Bank of India Bullatln* January 1970, pp» 160-61 
tmm tht abovt tablt It will b» obtezwd that in 1961 
the ptr eepita off->tak« ot cloth pxoduced fey tht dte«ntraliMd 
wat 9*30 ttststt which Inextdted to 6.41 netrat tn 1970» 
the off»tak» of e l l l cloth csm down item 9*44 notseo to 
7.11 inotYos during thi nmm poriod* 7h« evortll off»take of 
al so doolined fiom 14.74 metxes in 1961 to 13»52 isetrit in 
1970* Furthosr, th»x« has htm « contimioue inctoaet in the off*teke 
of decentralined «ecto» while in case of ni l l soetor the continuity 
is in the dowinwaxd ti^ end. 
I t i t not only the pceeent condition of the industry which 
re(^it«s eonQideration» the futaiNit prospects mitot also be thoroughly 
planned* I t has been pointed out oarlier that the per ci^ita 
enrailability of cotton cloth which was 1S«10 «etz«s in 1964 graihially 
cane down to 13.50 Mtzes in 1969* I t is segxottable that while the 
4 V > 
•uccessive plana of economic developoent wort expected to result in a 
piogxessively higher standaxd of living* actually* becvse a cause 
of deterioration for the clothlUig standard, the econonic developnent 
ot the country* as i t hat been progressing* has given rise to 
conditions in which the per c«9>ita i n c ^ in current prices* year 
after year, lags behind the rise in the cost of Kving; And under 
this situation the coimon nan tends to reduce his outlays on textiles. 
The inflationary conditions a»t continuing to play hiwoc with the 
cooMon man* s budget and the better crops since 1967^ which were 
expected to xelieve the strain on the coenton mm have failed to do so. 
The proi^cts of securing econoiilc aid fro« the developed 
countries have also dinawd and the government and the planning Conmission 
•<192). 
hcvt starttd thinking in tczns of Bobillslng internal r®«oure«s 
on « nuch lafgof teal* than hlthertoforei with a vi«w to reducing 
or tllmindtlfig d^ndenee on ext«xnal aid« The p2«8]>e«t8 of the 
inflationary spiral being eheeked do not thizefore appear to be 
very xoeyi and one naist pfooeed on the aeeun t^ion that the conomer 
will eontimie to xeduee hie outlays on textiles* 
I t is not!) abundantly clear that in the honui taarket the 
eff*t8ke of the cotton elothf ^ e i a l l y of ffiill sector* is going 
day by day »ainly due to «ver lncrea«inf inflationary conditions. 
Moreover* in the near future there seems to be no possibility of 
any check on these two trends* But hare i t must also be realised 
that i^ w Inflationary conditions coupled with the reaction in 
puxchasing power of the poor isaseee can not be termed as the only 
zeaeons for reduced «al«9 of the cot^n piece goods* T^ stagnation 
in cotton textile o f f » t^e is also due to the ri^id growth of non* 
cellulosic fabrics* The increasing availability of these Msn-nade 
fibre~fabrics has started cutting into the consutiption of Cotton 
cloth. -
Since the days of the invention of nylon 66, the first 
tzuly synttwtic fibre by Carothers in 1935* the world has travelled 
far* Ihe output of synthetic (««woiade) 
a neze 40 crore lb* during early 1936s to 1*600 cxore lbs* et present* 
a make-up by 40 tliMs* The total pxi^etion of all kinds of fibres* 
natural <like cotton* silk, wool* etc*) and tti^MPade has trebled 
fzon 1*500 crores lbs* in the early 1930s to 4*900 crovvs lb* at 
pi«8«nt and the thftjre of man^ acie fibMe In the total world pxoduetion 
has shot up tmm 2*66 per cent to per cent. Sone put the share 
at over 39 per eent.^ 
the share l « hound to rise ^rthert end indeed in the near 
syfithetto fibres will overtake the natural fibres In view of 
ttwir 7*5 per cent growth rate, in tto pest deei^e and a half| as 
i^ainst only about per cent giowth rate of the natural fibres 
2 during the same period* 
In the past lour years alone« output of manHBede fibres has 
ri8«i by 50 per eent in the three largest producer nations* the U«S.A*f 
lapaiit West 6ei»dny. by 46 per c«it In ltaly» and by 41 per cent In 
U.K. By flian^^ie fibrest i t is sumlsed* will account for 
3 about two-thirds of the total fibre output in the t).S.A« 
the destond for ffianHRade fibres is likely to Increase further* 
There are reasons for this estimate. ttM» world*s population ei^loslont 
the Continued Inroads Into ar^ie land* the fast pace of fibre consul^ 
tionf the lowering of fibre values owing to conqjetition, and 
Ijncreaeing preference for mnwrni^ e flbreSt are th» uhditputable facte 
in support of the views. Dei^lte the argiAents of the advocates of 
natural fibres to the contrary* It Is reasonable to asstisie that 
titfMBade fibres* In view of their nuntermis and evex^rowtng (luallties 
will prevail over the foinar. 
1. Kothari. Econonic (^Ide and Investors Hand-Book of India* pp. 1785*86. 
2. Indian Textile Bulletin* Septenber 1968* p. 137 
3. Kotharl* Econmsic Guide, op.cit. p« 1787« 
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Artificial fil>i<o l«nds itself to a variety of eolourt «nd 
d«tigR8. 8esSd«t» its naiti adNrantaffe is ereait raaistanc* whi<}h 
afipeart to b§ the chief i^uironent for the present day eoneumer. 
Moreover, tvhat are known aS the real * synthetics' have very low 
moisture ak8ox|>tion» food crease recovery id^ d also possess high 
abralson Msisti^ee ii^ich guarantee dttrafeility* H«Ree» the trend is 
to conbine ttie two varieties to yield a mixed fai»?ic8 tidileh would give 
the advantage of both cotton end m^Miade fibre* the world trend for 
ch^ge over to the combination of polyestez^viscose fabrics is also 
due to Its softness and rich worsted appearance. 
Indiat though far iM^ hind In the pioduction of artlficiel 
fll>reS| has foade good progress* The first mill cosRienced pzodue-
tlon in 1950 with the establishment of a viscose plant. Nowt besides 
st^le fibre, this country produces e^n polyester fibre* India 
has already three ttftits for this and another is in the offing* Rirthert 
blending of fabrics has also become popular in the last decade or so 
and some of the nills in the country may be said to have evm ali»)st 
perfected the processing techniispies*^  
The early esqpectations that for textile industry there was no 
iranediate danger of coqpetition from m^ n-made fibre-fabrics has also 
be«n belied as can be noted fxom the Table • U 
I* Kothari* Economic Guide* op.cit* p* 1784. 
^mm^ mm m^m 
(isiiltoti iwtxed) 
Ym Oaoentrallsad Sootoi* Hills torn 
1958 3963 4,3 400.8 
1959 3.3 495.3 
1961 stoa 5T2.2 
1963 64t.9 3.2 651.1 
1965 866.9 3«8 870.3 
1967 8T6.0 5.6 881.6 
1968 988.8 3.6 992.4 
1969 960a 965S.2 
SDimCEi mim tmtiU BuUfttHi* V l^* %Vf Tabl« |}o.2» 
m tV No* 6. fakl«8 
The slKxve tet>t« that th« {^ nNuetton of 
fltort fabirlct i^tch «at only 400*8 sillllort iMtaree In has pzogMss* 
ivtly gont up to at U Ion mtm^ In 1969 shewing «fi inexe«8t by 
i40«7 etnt. Mnothtir not«l>lt fosttiz* ts that aluost ^ntltt produc-
tion of «ich ftbriet It «Bflfi«tin9 fto» thi doemtrallseci soetor* 
ltof«over» thf intl^lfleant nlll protSuetton Is showtnf a doitnwaxf 
tf«nd as is svidcnt fieii tht fact that tn 1958 th« pyoduetion was 4*3 
atllion mttios which cats* down to 2.1 nlllion natras In 1969 showing 
a daeraast lay 91«2 par cant whataaf* during the §mm period pvoduetion 
of daeantrallsad aaetor inereasad ftoat 399,ft Ailllon iMtras in 1958 
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to 960,1 in 1969 shawlng an Increase hy 142.1 wnt. Today 
tho poiltlon 1® that tb© total production of eotton cloth and 
laen-made libire fabjrlc» in the d«e«niralised sector is almo&t equal 
to the pbduction of Cotton cloth Ifi the oifgani«ed mill sector, 
while in 1958, It «a« a l i t t le over 50 per cent of the mill 
production* 
The ffiaJ^ot research undertaken by the textile cowmlttee 
set up under the Textile Coanilttee Act has rightly established that 
narM&ade fibre-fabrics have started cutting into the consumption 
Of cotton cloth. Moreover, the petfO-chewical coapleiteo which are 
scheduled to expand in the cooing y^ars will wake available larger 
and laiger <pantities of polyester llbro. with sti l l deeper cuts Into 
the consuiaption of cotton cloth. Th® available data leads to the 
conclusion that the per capita consil»ptlon of cotton cloth would not 
go beyond 14 ootres* Bvm this figMJre, is subject to a downward 
edjustaent depending upon the ejqsan i^on expected in the capacity 
for the production of man-made fibres and fabrics. As i t is, out of 
17.2 ifiillion spindles installed in ihe country, only about 14 nillion 
spindles ere active. In ^ i t e of tiw expected rise In population 
to 606 Billion by 1973*74, the industry does not envisage any 
expansion in spindle^e «»d only a lOiait^ insl expansion In looMage, 
Here i t is also to be realised that man^ado fibre shA fabrics 
industry of India is aleo not free from probiens. India is far behind 
the adv^ced nations in respect of ihe dtvelopomt of nan-aiade fibre 
industry. At present the total installed capacity of non^ctllulosic 
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fibxAs like nylong* polyeftt«rt in India Is only 0*3 pnt etnt 
of the world e«pacity. The rated capacity mong the Indian plants 
I 
range Ixosi 2-ton a day to 12»ton onlyt a« against a high of abottt 
200-ton a day In Japan and an average of 40-50 ton a day in other 
foreign countries*^ 
Hie Indian polyester fibz« Industry has to contend with the 
difficulty of costs of manufacture* The cif import «>st of DM?t t)w 
major raw material* comes to 3tS80 a ton* and the landed cost 
incluaive of the 60 per cent ou&tome duty to Rs* 5»300 a ton. The 
OMTt te a 0«K* produeeri costs only Re* 2»600 a ton« PUrtlwr* to 
the e^c-factory price of Re. 20,&8 a kg« for the polyester fibre 
produced In India* are addled 1^ 8. 2 as excise on polymer* R&* 33»33 
as excise on fibre* ai as oxclse on yam* Us* 20 as excise on 
fabrics. To these are added* of course* the weaving* pirocessing* 
dyeing chazges and the units profits* Thus* fibre cost is only 
about a fifth of the price paid by the user of a polyester fabrics* 
It is patent that with such a heavy burden the polyester f ibi« 
iUtdustry in the country can giow only at a very slow pace* 
AS regards the long-tena outlook* while man-aade fibre 
fabrics are bound to gain further ground because of their wash and 
wear qualities* they can not supplant cotton fabrics altogether* 
esptcially in a pzodominently txopical cowtry like India. With 
pofAilation rising and with cotton fabrics requiring a relatively 
1* I.C.M.P. Bombay* Report of the Survey of the Indian Cotton 
Mills Industry* pp. 26.28 
2* Ibid. 
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cnaller Initial outlay than mart-aade fibre fabrice* tht seculsf 
trend In zegaztl to the for cotton textiles should be upwai^  
in aggregate tezms* though not in tezsis of per capita* But the 
days the in^stry eould sell whatwer i t pfsoduced mte over 
long ^ «nd willt in ell pzobabillty* not coae again. The eonsuiaer 
will have a^re^ter choice of fabrloe» once the plane for esqpanding 
the produotion of cellulosie stable fibres and synt)^tic fibres 
materialise. He « i l l « therefore! have to be wooed to buy cotton 
textiles i f they are to claias the predcAtinent portion of his budget 
for clothing* This calls for an impxevenent in the quality and 
appear^ce of cotton textiles and a substantial decrease in price 
suited to the coRumn me '^s purse* 
our foregoing dsicussion rereals a severe rise in production 
cost «^se i^alisation is not feasible through sales in the home 
naxleet which are decreasing due to prevailing inflationary condition, 
decreasing purchasing power end its losing battle against oanHnade 
fabrics* Hence, now foreign nazlcet r^ains the only other source 
f x^ where realisation may be expected* Let us see how the Indian 
Industry fares in the world narleet* 
I t is a well knotm fact that on account of open international 
con^etition and prevalence of various l^guages, customsf laws and 
by laws, the foreii^ trade is nore difficult tmd complicated than 
the horoe trade» Moreover, foreign trade is also subject to the 
changing patterns and tz>ends« I t is, therefore, desirable to have 
tn idea of these changing trmds* 
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ThB dcfimd fo» ixapott^ t«xtilt6 Is eonetantly ehmiging, 
neinly as a result of the devalopwent of local ln<iust»lts» so that 
markets have ehtnged a i|s«at deal both tn actual and Mlative 
iapostcnce. These changes sufficiently violent if we go bade 
far enough! fbr example* the India and China markets in the years 
prior to Korld ffar I accounted for nearly half of world in^rts of 
cotton textiles- alnost as imjch, in fact* as total wrld trade now| 
w^ile in 1948 they accounted for less than 3 per cent of world trade»^ 
and in fact exported their own production a yardage tne»y times greater 
then l^ey imported* Similar changes have taken place in the relative 
importance of the exporting countries. For example, prior to world 
war I the tMited Kingdom alone exported a considerably greater 
volume of cotton piece goods than is now exported by all countries, 
end held three-barters of the total trade» while in 1948 her share 
2 
had fallen to less than one«<{uarter« Such changes which have since 
taken place reveal underlying tendencies which are stil l operating. 
SOME tRBiPS IH WORLD TRADE 
qpfi^Piriow, 
Confining ourselves at the moment to the overall position, 
certain major trends in the textile trade are clearly discexnible. 
The first one is the gr«iual increase throughout the world in the 
conwnption of Cotton and rayon< textiles* I f we eliminate trade 
cycle influences then during the inter»war period the increase 
3 
averaged between 2 and 3 per cent per annum* The distuxbance 
caused by the war was such, in fact, that i t was not u^i l four or 
1* tl*K* Board of Trade Reoxgwisation of the Cotton Textile Industry, 
pp. 9-12* 
2* Ibid 
3. Ibid 
f lv« years aftt^r ttm end of ^e war that eonfunption x«eov«z«d to 
Its pTC>w«r Itvtl* I t is reasonable to relate the inereese in «iorId 
consumption to that in MOtld population» whieh varies sonMNrhatt flieiniy 
on account of wars, l«it does not deviate far fwm an average rate of 
ifterease of about I per oent per annumi so that what we have is a 
gradual toczease in world ^nswyitlon eonrei^nding on the whole to 
the Ifierease in population iRit also showinm a slight inerease in 
eonsuBption per head* 
The relative stability in figures of ^tnidnptlon of cotton 
and rayon textiles por head is an %>ortsnt factor in an otherwise 
ehtfiging world* The available data whieh eonstiMption of textiles in 
the United States and in India for aone 50 years prior to the war, 
i t is ranatkable that there has been so l i tt le ohange in consumption 
per head at the pe^ periods in each otarket* Thus eonsunptton per 
head of cotton piece goods in India in was l&*6 yards conpa^d 
with l»«7 in 1926-28 tfid 16.2 in 1912-|4« united States eqnsunpfion 
per head was 26.6 lb« in 1906-4>7 coa^ iased with 27.2 in 1926-27, while 
coning to aore recent tines the con swept ion per head in the United 
States of cotton end rayon piece goods was 74 yards in 1947 coiepared 
with n yafds in 1937, 
There is sti l l a great deal of woric to be done before a satis-
factory explanation of the variations in textile demand is available* 
Gonsuffier studies, espeoially in the United States, have shown that 
there is» as one would expect, a close relationship between incoiae 
and clothing expenditure, but the precise relation is no^lear. 
1« U«K* Board of Trtdet Re-organisstion of the Ootton Tttxtile industry, 
P* I3« 
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At th» lower Ineoat l «v« lt clothing «)q)endltuM» giv«n a batie nbiimiBt 
less tsstntial aid can be reduced or tnereated 8»re easily than» for 
txiiRple» txpendttur* on food. At these levele» therefore, one would 
expect Increased incone to lead a aore than proportionate change In 
clothtog ei^ penditurOf conniHier studies ha^ e eonflxmed this. At ^e 
other end of the Ineoae scale, Ineimased Income should lead to a loss 
than pxoportionate change in clothing expenditure, imd this view has 
si so received sotse confixnation.^ At what income level the ej^snditure 
elesticity changes is uncertain. I t has also been shown that variation 
to in cone Is also the oalbii esqitlanstion of the large differ^ces wt ftod 
in consufqptlon per head to the various marteets, rangtog fron 70 yards 
to about 7 to sonva of the Africa errantries. 
IHE PRE-WAR PATTERW m RECB^ T CHAWGESt 
Here it is proposed to study soae of the sain features to the 
pre»war pattern of world trade to cottonjrayon textiles and to 
note as to how far these have b^n Modified by tht war and subsequent 
evMits. To assist to this wialysis the various eountries have b«en 
divided toto two claesesi firstly those which were to the ifusediste 
pre-war years substantial exporters of cotton goods, offering themselves 
with the exception of India a relatively negligible narket fot laported 
textiles, and secondly those which were Importers havtog a relatively 
negligible export trede. Deal tog first with ths exporting countries, 
alN>ut tMO-thirds of world trade to cotton textiles was held by the 
united KlngdoK and J^pm, both of which produced no re than half their 
output for the export trade. Adding four other European countries-
France, Italy, Roll«nd «nd Belgiin, which exported at least ons»<iuarter 
of their output, tlwy account for over 00 per cent of wor^ trade, 
lt2. M.P.Ct Textile Industry to European Countries, p«4'!Snd 1788. 
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wh&ch waet thtxtlbxoi l«xg«ly in hands of eountHti fpeeitlitlng 
In th* •xpott tradt*^ 
Ait of these latg« cigjortlng eoutiirlot had colonial mairkats 
in wfhieh tone dagirao of piNifofwnct vias noxnaliy laaintalned* About 
tow-thlnSs of Unitad iCingdosi 9npott% mmt to B|^ itl8h coloni«fit 
itoarly SQ cant of J^m9§0 j^qsoHt to tisiohuria and Moaradi olaioat 
all F^neh oj^rtii to thi froneh potaaealonsi 80 pair etmt of 
Nttharland axj^rti itfid ona-ctittfctar of Italian exiportt to their 
saspeetlva potatatlone* manmt othat mmttU9 thara was a 
praforantlal position lueh that itor txianplo alnost half of tlfS»A»*s 
•xpOTts {9«it to the phlllplnas Md Ouba and noairly half of the 
2 Sndlaft exports to Bunna* 
Apatt fxOD the p»efa]r«itlal alea»nt> the main factors ^ovaznlnd 
the destination of world eiqports wore first geographical propinquity 
as In the ease of U*S«A. supplies to Csn«da» Russian exports to ths 
adiacent countries of Persia «nd Af9hifilstan» Ctoeh»slovak o ^ r t s 
to nearby Cimtral Euxopaan countrlesi and sec<MKily cultural links 
often closely allied to geogrfiphy but accounting ^ especially for 
Italian and Spanish exports to South America.^  
The taqtortlng areas of the world could be gfoupe<i' Into the 
colonial territories of the various European powerst the DoniUilonst 
tha Hear Bast, India* Central and South Aiserica tfid Northem Burope* 
fhls was ossentlally the result of the distribution of Industry* 
espeolally In tha caso of the first two gtoups* The laportapce of 
l« Kotharl* ieononlc Guide* op* clt* 1782. 
2 i 3* National Pxoducilvlty Council, op* elU, pp« 8«9* 
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tht tdlonial f tt i totU^* India and th» Heat Bast wa» tueh that 
ttUFt««<|uart«r« of world tradt in cotton toxtliaa want to thaao 
dostlnattona and wat* thajrafore» Intofidod for natlvo 
t i » chsngoa which hava tak«) piaca ao far In this pattaKi 
of trad* h v^e baan vary atriklng* Firat of all, tha division batwaan 
•Kporting and iatportlng eountrlos has ba^ n sod!fled by tha dtvalop* 
ttant of local In^^strloe trmsftrring eartalifi countrlts such at 
£9^ pt (U*A«tU)ff isaxioo and Colombia fnw not b^rtlng countrlas 
of cotton taxtllas to not tjqporting comitrlas or vary olosa to that 
position. A siaiilar offset has bean pxodtiead by ttw Qaographical 
a^aratlon of India Into ths Rapubllc of Xndlat a cotton manufacturing 
araa and R^bl lc of l^ aklsteni a Cotton growing aroa» making tha 
firat into a net exporter and tlw aoeond into an importer. In e ase 
r 
of l>aklstan the sltoation again changod Making It ej^Her In place 
of iHporter of cotton goods although only two decides back she was 
conaidertd to be the largest potential liiporter of cotton textiles. 
Tha breaks of tha Japanese Baplre has liberated Kancliirla* Korea 
and Fozaoaat and siailar terrltoriea have derived fxosi the break-up 
of the Italian Africwi av>ii«. 
In the firat post-war year (1946), tha na^ets of the world 
wers supplied aainly by tha United States and then In order of 
iiqjortance by tmitad Kingd^, India and BrstU. In 1947, world 
trade registered a trsoendoua increaso, in which U.S.A., Japan, 
1. Rational Pxoductlvlty Oouncll, op. elt« pp. 8>9. 
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China* Franet and B«lgliin mx* tht ttsln paxtieipators* world tradt 
continued to ojtpiNnd In 1948> but thi* tlM the Unttod Kingdom ivat 
ablo to tocuxo a lasgav aharo, along with Italvt th» Nathatlenda 
and Ctachoalovakiat whila txpoxta fxoii fl*S.A* and spaclally fton 
Btaell dtclined* In 9«nerai» aeat of tho principal aj^rting eountrlea 
show a 9x«at divaralfication of aierkati.^ 
IHEOUtlflOiCt 
i-Tt-O 
tho mrailabla infomatlon of axports fxoffi iM prfnetpal 
< t^tntrie6 ahow thk world trade In cotton toxtllas ta sti l l in a 
at&to of violant eh^ nga and that the post-war position has not yat 
sattled down inl» any thing like o<|tiilliwiuii« lOr this rtaeon* It 
. is ii^rtant to consider tha underlying trends which have 4^ )|^ 8rad 
so far and to forecast as to iriiat their effect will he If they 
continuet os this Is likely to give a sore accurate idea of tha 
future than does the present siteatSd). 
lUxnlng to tha suppllera* the ultimata distribution of 
trade tftong th«a dependa flrat upon their conpetltlve efflcloncy 
and secondly on tha extent to which tha pre<>war systce of prsfsrsnces 
and other advantages In the various aiarkets will continue* Apart 
froB changea in coapetitlve ability* the export parfomance of 
the varloua eiqportlng countries will be pemanantly affected by the 
ultiaiata preferential sltu;:t!or« which »ay develop tn Buxoat Korea* 
Sndoneala* foxater ttellan East Africa* niddle East and possibly 
Im National Pseductlvity Council* Textile induatry In Biropean 
Countries* p« 10« 
•<205). 
Frtneh Indo-Chlnd naxlctts* which art liktly to account for noavly 
ono»thi»i of wo»ld tirado.ln cotton textilco.^ 
Thus, tht dlseuatien of vnorlii irtnde in t«xttlt trtdo ««vtalt 
that th* world iBfiielcot of today is shrinking day by day duo to davelop-
ntnt of hnae induatrios In ln^rtlng countri«e» Ineroaaing utt of 
msTMiede fihro fabrics and alio on account of tho proforoncot frsntod 
by ^ laqptortingi cotintrios to various es^rting countrlos on cultural, 
socials 9ao9ra|>hical« ocononic and political grounds* In o i^r words, 
I t Aoans, incroasing nunbor of eo8i|>«titors in a eonparativoly sitalltr 
world mai^ ot and h^oe sevoro coapotitlon. On account of this t r ^ » 
tho world narkot will b* c^trsd md retained only by thost« who* 
in broad ssns*, hsfvf superior ability to compata* t&ndor ths>80 
circiaistancos, i f Indian toxtlle industry wants» which i t siust, to 
entor succossfUlly in th* world Markat, i t sMst also ae^ire» i f not 
alre^y 80<iuir«dt tht nacossary will and ability to conpote* 
AS a roeult of partition, it has becoeaa iaiptrative for tht 
Indian ttxtilt industry to stll about 20 ptr cant of its annual 
output attountlng to wtll ovtr 1,000 Million iMtms In ovtrstas sarktts. 
Any i^aip dtclint in tht voltaat of cloth tsiqsort will Incrtast tht 
unsold siwck with tht sillls «id with a anuntlng ntrplue of its goods, 
tht Industry would not bt in a position to naintain an optiwue lawtl 
of production unltss what Is lost through dtclining exports is atdt 
good by Incrtastd consunption at hoat, which, as wt have alrtady 
Stan, is not possiblt undtr present circumot^cts* Ftirthtr, In tht 
abstnct of optinm production, i t would be virtually ii9)08sl>lt to 
rtalist Itast cost* It is thus cltar that any strious stt bacie to 
1* National Pzoductivity Council» op« cit* p. 10 
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txporU would vesult in Ut8«» output* higher costg l«sMr •Rplovnent 
and lesser contunption* The industxy MUst be eaved txom eueh • pfeble«iatio 
•ituatien. aft there la no alternative to the cycle df pzoductiont profita» 
investflwntt ««%»loyBentt production. Therefotet i t t « ^aolutely neceasary 
to ea^tuM and retain the foreign naxlcet** But Materialisation of this 
objective has becoiae difficult to a considerable extent due to the prevail* 
kig conditions to the foteign maritets* As already ismitioned* during the 
past two or ^ree decades the pattest^  of world trade in textiles has been 
undergoing a ste«Sy change. 6ountries» and nore partioilarly those growing 
their own cotton» which had beMi traditionally ibsporting tlwir cloth 
requiseoentst have been gradually enaneipating tlMnnselves fnm auch 
d^cndence by setting up their own cloth and yazn 
I t will not be out of place to mention here that esq^rtiitg of 
textiles is fio longer a profitable psojposition* reason being that 
doMatic parley are higher th»j t i ^ r t priced^ by any thing froai 9 per 
c^ t (aa In case of gxeya) to as inuch as 30 per cm^in case of certain 
varieties of processed goods* 
All these facts Indicate the wetnesses of the Xi^lsii textile 
Industry, the todlan exporter Is not In a position to axiqptte 
successfully in the foreign sarketa due to financial* tedmlcal and 
•oral weaknesses, with wch severe htfidlcaps* India has to contwid 
against her fomidable overaeas coa^etltors who have been ndeing 
dettzKined efforts to wrest a greater share of Intamational trade In 
textile fxon the new entrants.v 
Under such circuastances one should not be surprised when he 
finds that India's perfomianee In the export trade in textiles has 
not been quite satisfactory in recent years. Whereas In 1990* India 
attained the coveted front rank by shipping 1*133 Billion yards of 
mill cloth* the subsequent record ahowa that I t has been losing ground 
to Its overseas C(HV*titora. thus* downward trend of Indian textiles 
exports is very well Illustrated in the followlJig Table. 
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EXPORTS OF ODHOH YAIgl JND OjDTH 
YEAR YAHH (aillion K9.) 
OiOtH 
(nillion Mttfoa) 
1960 6.41 635.36 
1961 7.14 525.14 
1962 10.42 464.85 
1963 13.d5 485.69 
1964 12.37 502.87 
1965 12.75 506.85 
1966 16.20 424.33 
1967 11.02 409.56 
1968 16.60 471.50 
1969 16.10 418.68 
1970 24.69^ 291.46* 
SOUHCEi Indian Ttxtila Bulletin. Jan* I970t pp.141, 
• « nine nontht. pp.147. 
Th« tablt t«v*tlt that tht yaxn axportt hava batn pn}a*»etivaiy 
9oin9 up MBOtflitIng ta 16.20 ail lion kga. In 1966 as agtlnst only 6.41 
•illIon k^ a* in 1960* th« fi9UM6 of 1968 attma to ba tt » hightat 
in last 9 ytart with 16.60 kga* which alightly raductd In 1969 at 
16*10 Million kga. 
It i i fUrthar xavtalad that in th* taxtila axportt during tha 
latt nina yaart tlw poak pariod wat in I960 with an txport p«»fomanea 
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of 635.36 all lion netMS of cloth* While the txport of cloth etm 
down in 1961, 1962 ma 1963, th»r« ts a slight |>ielt up in 1964 mi 
1965 and thon the expoHe again declined in 1966 and 1967« In 196B 
fwm the pxeviout years figures of 409*56 million Metree, i t increased 
to 471*50 atillion metres but again cane down to 418*66 Million Metres 
in 1969. 
On the whole, there i t a downwaxd trend in the esqsort of cotton 
cloth. In 1960, the esqKirts stood at 635*36 nillion aietres and cose 
down to 418.68 Million Metres in 1969 indicating a decrease by 34*1 
per cent within last 9 ^ars. 
Now i t is clear that due to various factors, already diwcussed, 
Indian exports in textiles are on a downward t>end« It is true that 
there have also been few occasions of satisfactory perlommice, but the 
fact remains that freciu«nt fluctuations 6f this kind <9k» not augur well 
for the future of the Industry whose suprene need Is a stable outlet 
for its output that is surplus to hone requlrecent». 
Due to these adverse tendencies In the hoMe and foreign Markets, 
the production of Indian cotton Mills Is also following the SMRS down* 
ward trend Which Is evident froM Table * LV* 
The table reveals that productloi^wlse^ 1969 has been slightly 
unfavourable. Yaxn production In 1969 was 95 Million legs*, a drop of 
14 Million kg,, ^^^^ l^ gg^ Tt»e drop m the output of 
cloth In both the Mills md decentralised sectors was slightly greater* 
4*2 per cmt in the forawr and 1*1 per cent in the latter. Thus, the 
•<209). 
TABiE - m 
nm OP PHQoucnoM 
TEAR ^ • 'SJL i 
1964 4,653 3,066 7,719 965 
1965 4,587 3,056 7,643 939 
1966 4,239 3,097 7,336 901 
1967 4,097 3,179 7.276 896 
1968 4,366 3,530 7,896 961 
1969 4,168 i,S38 7,706 95i 
1970 4,157 3,692 7,849 964 
SOURCEi tnAim T«Ktll« Bulletin, Fvbniary 19?l,op«eit.p.4 
Mill ecctor wovt 4,157 nillion Mttwt in 1970 Mid the deecntraltttd 
ttefor 3,692 •llllon m t v * at againtt 4,l6e m»m» and 3,538 n*ii» 
xacptetiv^ly in tlie pxavlout yaav. 
I t will b§ no tad that after continuously daellnglng txom 96S 
Million Jcga. in 1964 to 696 Million Itgs* in 1967, yavn pioduction 
looked up in 1968 when it touched 961 Million kga., only about fovt 
Million kga* abort of t)M record level touched five yeart earlier. 
I t slipped to 951 Million kgs. in 1969, but again Moved to 964 
Million kgs. in 1970« 
I fB 
Cloth production in ^ Mill sector was down by 198 Million 
>-6 ? 
Metres in 1969 in contrast to a riee of Million Metres in 1968* 
The decentralised sector in 1970 was 154 Million Metres higher at 
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3»692 nillion «0tr«t. 
In tb* x«gult» tht toUl eloth production in 19?0 at 79649 
slltlofi Mtvts thow* « tignlflcint dxop ot about 47 Billion tsoa the 
peak of 7t896 iiilllon aetvet touched in 1968* Thue» the eixtiet 
have ended without the laet year of the deoede establishing a new 
record in the sphere of production* 
The decline in cotton textile nantifactoree in 1969 wafi the 
cueulative iremtlt of sluggish demand for cloth during the aajor part 
of the year, labour troubles resulting in strikes in eone centres and 
disturbance te peace in certaiUi afeas* Indicative of the poojr denand 
for cloth was the fact that clotH stocks with nills indicate en 
increasing trend which nay also be seen in the following table-LVI* 
im&jm^ 
YEARS sriNNINO WEAVING (lakhs k9s>) ( » . «etres) 
I96(MI ^ 207 
1961-62 78 262 » 
1962-63 87 290 
1963-64 118 146 
1964^ 149 267 
1965-66 110 206 
1966-67 78 m 
1967-68 269 3B6 
1968-69 154 387 
1969-70 172 337 
SOUfiCd^  R.B.I. Bulletin, Septa969i p.l5l2, and Indi«t 
Textile Bulletin, February, I97|, pp. 49»49« 
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ttio tabi* thet tht aecuRiulation of unsold stocks in 
th« ginning ssctot considerably Incsrossed during 0id. a 
siniiar Increase to the weaving sector is witnessed dtitln§ |961<-63 
and I964.65, During 1967^ 68, in both spinning and weaving sectors, 
the unsold stocks with the industry stood at 269 l^hs kgs. and 
386 million netres rei^eetively which is a clear Indication of « i 
abrupt increase in the aceusnilatlon by 249*9 per cent mA per 
cmt over previous levels or ^2,2 per eent and 86*5 per cent over I9C0-4I 
levels. In subsequent years the position of ^toning section li^roved 
considerably with no sii^lflcuit change im weaving section. 
This alaiAlng inerea«i In the unsold stocks et a ties when the 
industry is facing severe cost crisis and tt»i production perfozaance 
is also very low clearly shows that even the r^ced <|uantities of 
vriHlm Cotton goods are facing consjoner resistance, both In the twaw 
and foreign aarkets* FUrthert the future prospects are also very 
doubtful due to ever Increasing proiaesis, specially In the foreign 
siarkets as is evident fmn the announcement of the U.K. Govemnent 
in the middle of 1969 indicating their intention to Introduce from 
first January, 19t2, a tariff on l^iorts of cotton textiles from the 
OMemon Wealth preference area. The Tariff system would n^lace the 
present quota «y«t»'n and the level of the tariff would be that proposed 
in the Textile Coimcll Report, via* 6*5 per eent on yam, 15 per c«it 
on cotton cloth and 17 per eent on inost gaiments*^  
United Kingdom is the largest single buyer of Indian textiles 
I* Export Prmotion Council Report 1969, p* 35 I; 37« 
taking abwt m to 210 wlillon yairdt ptt y««r which «ceotmt« ot 
Kuch e« 39 per ctnt of Indlsn «»port9 of cotl»n textiles* fhss* 
wajm for India fsireSgn e;?chonge !jn th» fieiabloouztiood of flitlllM)*^ 
^ e rofiults of a dvdstie In these eiqpfoirts will be y«3y serious 
indeed on the ecofKHiir of Indii^ eotton textile industxy In particular 
and the Indian economy In general* pre«ld«it of the British Board of 
TrndOt hieeelf singled out Ibndla for being ^ ntentlofied as the country 
v^lch would suffer the «>st frrai the pioposed aieaeures of the U*K« 
govorrwent* 
I t would not be possible to aiake ^y accurate forecast of the 
extent to which Indian oxports to U«X« will ^ f f e r after 1972* ffOwwer» 
Itnowledgenble circlet In the textile trade and Industry of Indls ere 
of the opinion that alnost 65 per eent of India's trade with the U«IC» 
will be lost, once the quota system Is abolished imd the Import tariff 
begin® to apply to Indian products. In cotton yam, where the Indian 
quota is 11.8 million lbs. (worth about $ 1*75 million), these circles 
envisage that India will be able to retain only one third of Its 
preswit trade end losing l^e balance* two->thlrds. 
Hie main overseas vIctlnSf as conditions exist today» Is going 
to be India* Until now India has continued to be the biggest slUigle 
supplier of cotton grey cloth to Britain, simply because i t Is protected 
by the preswit system under which countries have individual quotas In 
i^ltlon to the global quota that spiles to ln s^orts ^roa my source. 
1« Export Pjonotlon Council Report 1969, p. 39 i 
2. Report of the Mlllowners* Association, Bombay 1970, p*16» 
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Hlthout Its Indlvldutl tmu, tmu will !>• ifi tieublc. 
thoufb. I t «flU it i^ritaln mftts the Cmmm 
UstfU I t 1« fldt &t all cl«at fdietf it my* ftiHhtr ehiftftgtt trill 
havt to fct nadit. 
fvw tlM evlti«al •iriHlftetlofty I t elvar thst tht 
Sf^ltfi t«9ctll« ifuHistty ts laetftg « toy l^t utatfttt and Its f ^ r e 
pvoi^etc §x» alio not bit^tit* fh« «dst of i^ iotlttetlmi I t tneftatlng 
aaf fcy d«y ii^ttat both «t h@iM and tbxostf txw AhowtAf a <i4»inwtf<l 
tt«fid Dfhieh I t t>«8«ilt|in9 Ifi i^llliit ttntold utoektt Such a «l^atl<M 
iitiift Inettatad «ost6 mt of fttt ttinMtgh tlntXat tttnd In tolirt. 
I t bountl to havt Itt tlfaett and itttloot r^amtelent en tba |»rofltablllty 
of th* Iflduatty* 
TO iw, h. f m ^ ^f m t 
t t hat batfi fully analyiad to Intiletta ^at tht tttlntf cottt 
of production In tht Cotton Ttxtll* tnduttiy fiavt not batn of f t t t 
thfotigK alaitlay trtnd in talat* Tht ho»« narktt at artll «t fottl^n 
•arkat h«vt eontlnuad to thow tha dt|>»titlfi9 ftatiim* Agalftf tn 
»tetnt yaatt txeltt duty h«t alto bteoait an l^;»ottafit tlaiaant of eott« 
tht iKifdtn of which la bting dlractly and Indlmtly homt by tht 
Induatry* Hit followloti Tablt th«»t tht InettatinQ tf«nd in tucltt 
duty during tht i^ arlod I94y«48 to 1910.71. 
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t m i * tiVf 
arowTH OP EXCISE mrt m axm mp urn 
( in cjTOMs ot mipMt) 
nm B|sie i^jditional fpital 
w xAim UKAPi/ IV 
1947-48 Nil m m •m 
1948.49 0«87 - 0.87 - 0.87 
1956-57 51.86 51.86 - 51.86 
1957-58 64.60 6.39 70.99 m 70.99 
1959-60 46.75 19.96 66.71 m 66.71 
1960-61 45.94 20.33 66.27 0.13 66.40 
1965-66 50.49 20.52 71.01 26.63 96.44 
1970-71 55.95 21.79 77.74 33.66 lil.40 
SOtmCEt kafu^  Book of Statl»tlet on T*xtil« Industi^t Indian 
Cotton Mlllt F«d*r«tiont Bonbiy, July 1«1970« P«37 
IfDT&t figutea of pvoeotsiUDg ^ty md handlooa eots ax* Includtd in 
th« basic duty. 
th* iablt mvtalt that t i l l 1947.40 cotton toxtilo induatsy 
was left of exciM duty* ]3asio oxeiso duty* additional duty snd 
liuty on yam %t*st«d itam 1948-4I9, wA 1960^1 caspaetivaly* 
The80 put togethar have anhancad govamsrent Incove through this 
source ttom loss than one cxore xiq^es in 19^*49 to 111*40 cfoves 
in 1970-tl as p9t Budgat estimates, thus, the excise duty is a healthy 
source of revenue to the QoveitiDent but i t has considerably depressed 
the future of the industry by inflating its cost whose incidence is 
entirely on ^ industry itself. 
PROWTABITM OP corm imntu INDOSTRY 
I t l « ofevtout txem the vevitw of coet •tiuetuft and tal*e 
thet th« Indttstxy could hardly Maintain its ptofltabillty. 
Hw Indian textilt lnduttiry» during the peHod undtr s«fvl««, ha« 
wltntseed an overall lnoz«aM of about 54 par etnt in its ptoduetlon 
eott «tthile the eoeparatlva study of tht saine pavled foir tha Incoata 
txand ahowa a pxoportlonstaly doiwiwaid txand. TN9 total Income fxoa 
•alea and othtr aounsea dutlng to 196S»66 la glv«n in tlw 
following tabla* 
p ^ t m ^ OP 
vcAo Incoae 
^ ^ fion aalaa 
(Rs. m lakht 
Othat Total '/«£can^agf^knc-. 
1960-ei 611,01 4,69 615.70 
1961-62 685,36 5,07 690,43 
1962-63 706,39 5,96 712,34 
1964^ 808,16 7,33 815,49 
1964^ 854,82 8,50 863,32 
1965-66 903,86 8,98 912,84 
12a 
15.7 
32.4 
40*2 
48.3 
SOURCet R.B.I. Dae.1967 Bulletin, p. 1568. 
Tha Main aouxca of ineoMi waa aalaa aa i t con at! tu tad about 99 
par cant of tha total inooBw in all tha yaara undav caviaw. Tha 
paxcantaga incraaaa in tha Incona fxoai aalaa in 1965-66 ovar 1960-61 
wat about 48, whila that fxon othar aoureaa waa about 91. 
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Tht tbovt data lndicat«i that th«s* hat bean 54.3 p»x etnt Hm 
in expendltuM vthaxaat Inertata In ineoma duying the 8«R« period i t 
only by 48«S per eent« This altuatlon Is bound to hwre Its np«r(MSsion 
on the profltt i»id dividends of the Industry. I^e iM>tition of ptoflts 
«id their dispoeition and appropriation is examined In the following 
tablet 
m & J M 
(Is, in lakhs) 
ST» 1960-61 1961-62 1962^ .63 1963-64 1964.65 1965-66 
1* Oioss Profit 
2. Px0fltt before 
tax 
58,36 
54,3S 
68,85 
( l i .o ) 
54,70 
(20.5) 
46,86 
(-19.7) 
32,55 
(-28.3) 
55f27 
37,02 
(«»18«4) 
59*89 
(2.6) 
38,56 
(-15.0) 
43,33 
(-25.8) 
16,^ 
(-62.6) 
3. l»roflt8 after 
tax 
29,70 31,92 
(t.5) 
14,78 
(•80.2) 
18,63 
(-37.3) 
20,84 
(-29.8) 
3,22 
(-89.2) 
4. oividendt 13,60 14,85 
(9.2) 
12,85 
(-«.5) 
14,13 
(3.9) 
14,58 
(t.2) 
12,31 
5* Profits retained 16,10 17,07 
(6.0) (•88.0) 
4,50 
(-t2.0) 
6,26 . 9,09 
(-61.1) (-156.5) 
Prof its before taxi « txoss profit »lnus Interest snd intfiaglng agmts* 
rsDuneratlcm* 
Figures In brackets Indicate percentage inereate of decrease (•) 
over 1960-61. 
SOURCEi Reserven Bunk of India Itelletljnt Deeembert 1967, p* |568« 
The foregoing table shows that conpanles under analysis tak«i 
as a whole cade profits during 1960-61 to 1965»66« But the gross profits 
declined by about 26 per cent In 1965.66 over I960«6l| the profits before 
tax by about 63 per cent In 1965*66 over 1960*61 and the profits after 
tax by ^ t 89 per cent In 1965-66 over 1960-61. The retained profits 
ndiieh Indicated a rise In 1961-62 by 6 per cent over 1960-61 declined 
sharply thereafter as the fall was about 88 per cent in 1962-63 over 
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1960-6lt aibottt 61 p«» cent in 1964-6S over 1960-61 ind alieut IS7 
per c«ftt in 1965-66 over 1960-61, In 196S-66t • i w Rt. 9 «toxf« 
wes premmahlY withdtanifi fsoa tht past arettsv^t to pay tiie dlvidmdt. 
7i«ti th« l«vel of total psyfMnt of dividtnda was niaifitalnad in 
1965^, although i t w«t fast by about 10 per etnt over 1960-6I* 
The table elearly indicates that our fears xe^afding adverse 
effects on profit and dividends are eorreot* tiow let oa also see how 
the profitability of the industry has been effected* The profitability 
ration in relation to aales* cepital ^ployed and net worth are f^xnished 
in following tablei 
mM.sjm \ 
yg^ Gzoaa Profits Qross Profit* tl«t Profitt 
as oercentage asjpereontage (profit after tax 
of tales of^coital ao percentage of 
mslmi ffoyfh 
1960-61 9^6 12.2 13.8 
1961-62 10.0 13.2 13.4 
1962»63 6.6 8a S.9 
1962U64 6.8 9.0 7.2 
1964-65 7.0 f.8 7.7 
1965-66 4.8 5.9 1.2 
SOimcet R.B.I. Bulletin, Oeeaaber, 1967i p. Vi40-4U 
The aiargin of profits at matured by the ratio of gross profits 
to sales waa 6*6, and 6.8 in 1962-63 and 1963-64 respectively, being 
low as OHs^ ared to the previous yeara« I t inenaa^ to 7*0 in 1964-65 
tfid again fell tUeply to 4.8 in 1965-66, which wat half of that in 
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The evvrall rttuxn on €«i>ital enployedf at Maturtd by tht 
gioti profits at a pezttntag* to the capital employed daelined firan 
1961-62. I t ifictested txtm 12*2 in 1960-61 to 13.2 In 1961-62. During 
the «ibte<|utnt y«art» It tfeellntidl thaiqply. It wat 5.9 In I965«66» whieh 
waa even lett than half of that in 1961-62. At regards the ratio of 
pxofitt after tax to net worthf there uas a tubttsntlal fall from 13.8 
In 1960i<61 to 1.2 tn 1965*66. 
Ihe offeeta on pzofitablllty ratio of tho Indian textile induttrr 
ave not dl f fer^t fton nA^ at M have already notieed in our earlier 
analytie of pxofitt and dividendt. flow It it» but natural to have a 
dotire to know at to whether tiisilar eltuation It alto faeed by the 
other Induttrloe of ^e country or i t is only the textile Imfcistry which 
I 
Ic unfortunate In thit xttpect* Necoataiy consparatlve infoxnatlon In 
thit connection la pipovided by tim follbwins tablet 
pnOFITABIiXTY RATIOS OF TEXTILE »IDUSTilY vl».a-vit AU 
INDUSTAIES. 
Gross Proflta at PxofItt after tax Divided at per-
*EAR Ptrcentaoe of talet at perc^|^e of net Rentage of net worth 
t ^ . t r i . . ' ; ; ^ . ^ ^ r g s . i ^ i i u i M 
196C-61 9.6 10.3 13.8 11.0 6.3 6.6 
1961-62 10.0 10.1 13.4 10.0 6.2 6.4 
1962-63 6.6 10.1 5.9 8.7 5.2 5.8 
1962-64 6.8 10.2 7.2 9.5 5.4 5.8 
1964.65 7.0 9.9 7.7 9.3 5.4 5.7 
1965-66 4.8 9.4 1.2 8.7 4.6 5.6 
SOURC£i R*B.I» Bulletin DeCtaber» 1967. 
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' I t will bt ob««zv«d fhat the ttxtlltt industxy* 8 gzoss pxofits 
as p«x«tntag6 of tales» or profits sfttr tax as pereentogo of not north 
haw'idwwn a sharp fell in 19^ -^66 ovor 196CM&1« wt^rota In oaeo of 
all Industrlos the ecmparatlvo fall Is nonlnal* In this eotm«etion» 
the following obtorvetlon ssado lay the Htsesve B«nk of India i t ciulto 
portlncoti 
"Hueh of the deterioration In the eorporato seetor't ovorall 
perfo»Gfiee« at noticed abovo» na t^ however* be attributed to 
thd oxci|»tlonally poor showing of the cotton textile eos^anlet 
i^loh foxiM»d.the largest group of selected companies, viz. 256 
or nearly ono-flfth of the total conpanles studied in this 
article,* 
this e<ffi^aratlve study ndces It abundantly clear that whereas the 
position of ottwr Industries I t nearly nowalt I t is only the textile 
Industry which Is hard hit. Being the only industry fsctog so mich 
adverse situation* I t rightly requires sose ^qjeclal consldoration* 
In this contextf I t would be Interesting to study llie reactions of the 
govexmant. the lellowlrig table-tlX* i t helpful in this rogard. 
fna the tablo. It will be observed that tales Increased fron 
Its. 611 crores In 1960-61 to Rs. 904 ciores In 1969^, t*e. by 48 ptr 
cent. One would* therefore* nomally expect that with the Incroase in 
sales* profits would go up wd consequently, the revenues in the shape 
of direct taxes derivable by the goverment* Reading down the tablt 
one can not tait be disappointed to find profits having actually gone 
down preclpllously. The tax provisions have further deteriorated the 
profits position Just for an instance* In 196!M profits before tax 
stood 
•(220)^  
<50VEBN«A)T nrnmss mm TEXTILB IWDUSTRY (IFA TO CR.L 
tear 1960-61 1962^2 1962^ 3^ 1963-64 1964^ 1965.66 
Sales 611«0 683.4 706.4 808.2 854.8 903.9 
EJO'SiDlUmB 
PRINCIPAI ITSIS 
(1) Saw Materials 269.5 281.7 308.9 334.9 368.1 395.9 
<2) Wages 13B.7 147.6 157.0 162.4 189.1 201.7 
(3) Other llaiufacturins 79,4 90.9 99.1 110.1 122.4 133.5 
expenses 
(4) excise duty and cesa > 40*4 51.9 59.6 70.4 76.2 74.1 
(5) Other expenses 26.3 31.0 34.6 37.7 37.8 43.1 
(6) Depreciation 22.1 22.9 24.3 32.3 36.1 34.6 
(7) interest 9.2 10.3 11.4 15.2 18.5 24.1 
Piofits before tax 4S,4 54.7 32.6 37.0 38.6 17.0 
Tax provision 15.7 22.8 17.8 18.4 17.7 13.7 
Pjofit after tax » . 7 31.9 14.8 18.6 20.8 3.2 
SOURCE! R * 6 . I . 0«C«NB«RT X967. 
V 
stood at Rs* 17,0 cxort* which camt down to ntore 3*2 evOMi after tax* 
even th«n thB goveznniont did not got its ospeetod zevcmuos in that t«t 
pzeviaicn actually dtelined txm 15*7 exorot in 1960*61 to Ho. 13.7 
exores in 196&-66 i«** hy 12,7 per cant. 
I t is clear fxoa the table that deeline in piofitability has not 
been reeogpised by tax policy, consequently profits after tax have declined 
sharply* Now X piopose to analyse the Anoillaxy profitability ratios* The 
ratio of total dividends to net vrarth and to total paid up ci^ital and 
the ratio of ordinary dividends to equity shares are aet out in table belowt 
TABLE - M: 
JAIDLLARY F^HTABIILTV RAFLOS 
mmmrn 
Dmdend at 
YEAR |>»£etnta9* 
of ntt vwrth 
ominaxy dlvu 
atndi aa perean* •• peareanta^ a of 
tage otdinaiy total pild^up 
paid w capltftl c i^ la i 
total dividand 
1963-64 
1964.65 
1965-66 
6.3 
M 
5.4 
5.4 
4.6 
13.4 
13.8 
lUS 
12.5 
12.6 
10.2 
12.2 
10*6 
11.4 
U.5 
9.4 
SOURCEi R.6.1. BULLETIN, 0eC;«sbajr» 1967, pp. 1541*42. 
nta dividanda as pereantaga of fiat «N»tth daclined fxon 6.3 in 
1960-61 to 4»6 In 1969-66, Both tha eirdtnary dlvldwda as percantaga of 
; * > > t 
the ofdlnaiy paid up capita and tha total dividanda as parcantaga of tha 
total paid-4ip capital Indieatad a fall during 1962-63 and 196%66 eo^parad 
to the iiKSvdlately praoadSng yaara, v^ hlla in tha othar yaara, thay Incfaaaad 
naxginally over tha iimnadiataly pracadlng yaar. The oxdifiaxy dtlvldanda 
aa parcantaga of tha ordinary paid up capital ineraasad from 13.4 in 
1960^1 to 13«6 in 1961-62. Iharaafter i t daelin^d and in 1965-66, It 
waa 10.2. Si»ilarly, tha total dividanda as parcantaga of total paid-up 
capital Incraaaad fioai 12.2 In 1960-61 to 12.7 in 1961-62 and dacllnad 
tharaaftar* I t waa 9.4 in 1965-66. 
thua, tha fdragolng tabla ahowa that tha daelina in proflta aftar 
t«r haa advaraaly affactad tha intaraat of shara holdare. And now tha 
following table glvaa the dtatrlbutlon of pzofita during 1960-61 to 1965-66* 
•<222). 
TABLS , t x i : 
fRffPiT A i^oqATIftN RTI^ o^ 
YEAR 
Dividmdt « t P|0|itf Mt-
Pftretntage of fiiSi*?,®' # 
tax* 
Stvidendt at Profits retained 
I>eni«nta9« at peiremtagf 
of Dzofitt of profits after 
after t«* tax. 
1960-61 30.0 35.5 45.8 54.2 
1961-62 27.2 31.2 46.5 93.9 
1962»-63 39.5 5.9 86.9 13.1 
1963-64 38.2 12.2 79.9 24.1 
1964-69 37.8 16.2 70.0 30.0 
72.7 •»53.8 384.6 •284.6 
NOTEt 100- <eol8« 2 end 3) refrrttents tax provision. 
I t may be seen from the above table that the dividends as a 
proportion to the profits iswfore tax increased from 30 per Cent in 1960^1 
to about 73 per eent in 196S»66. Viewed in relation to the profits 
after tax, the ratio was as high at about 389 in 1965^ as against 
about 46 in 1960-61. The ratio of profits retained as percentage of 
profits before tax was the highest In 1960-61| being about 36. I t 
declined to about 6 In 196d-63| increased to about 12 and 16 In 1963-64 
and 1964-65 respectively and was sharply negative (.53.6} in 1965-66. 
Ihe profit retention, i.e. the proportion of retained profits to profits 
after tax which was about 94 per eent In 1960-61 fel l down to about 
13 per eent In 1962-63t and again pushed up to 24 per eent and 30 per 
cent in 1963-64 and 1964-65, respectively, eut In 1965-66, the ratio 
was sharply negative (-284.6). 
-(223)* 
Thl« shows that tht « f f « e t of high ratsi of tax pzoviil»ns has 
falltn lioth on teislnod osmings as w«ll as dtstvlbutod pxoftta* How 
ItnaUyt let us obsozve tho following tablo «A>ieh ^xnishss tho flgui«s 
of capital foznation aratts during 1961^2 to i965«66t 
T^i,^ I mi 
YEAR 
Gross fixed 
Asset* 
loxnation 
Hot fixed 
-assets 
ioxsiation 
Cross 
capital 
fonsation 
. Met capital 
foxnationt 
1961-62 10.6 N 10.8 9.0 8.3 
1961^3 11.2 14.6 10.6 12.0 
196i^4 11.3 9.3 8.9 6.6 
1964^ 10.1 6.9 11.2 10.0 
1965-66 9.0 M 8.1 7.2 
SQtlRC&i R«B.S« BtnULETXN? Dseastbor 1967, pp. 94S«50« 
Tht abovo figuMS show tiiat the gsoss capital fomnation andi the 
net capital fonaation mado i^aip variations in the altenative years* 
Howaver, the overall position shows a fall in 1965^ over 1961-62 in 
all the eases. 
Since capital fosnation is a function of savings and investnenti 
thetefoie, decline in the internal resouzces of the industry has severely 
eff^ected its rate of growth, ihe foregoing table fully supports this 
conclusion. 
the situation as revealed by the foregoing discussion clearly reveale 
a severe crisis in India taxtile industry. Tho crisie* hai deapend to such 
an extent that 58 cotton textile ttills were lying closed at the end of 
•<224). 
1968« Tht figitrt did not includt s i l ls which hav* btmi 
lying eletad fo« ytest tfid h«v« batn terapptd ox are balng detipptd 
and whota maibtt i$ around 26* TMn^ in all* 04 ullls out df 630 ni l l t 
hava batn elotad domn. This aecountt for about 25 •illlon tqplndlot 
and about aOfOOO loottt whieh havo batn xtndtxtd ldlt« In othtf woxdsi 
It aay bt aald that about 14 pn etnt of tht induatty I t lying eldetd, 
Uaa to tht eountxy at a Mtult of aueetttlvt oloaiirtt of nl l l t I t 
f 
tnoMBOUt whieh i t tvidtnt fxen tht faet that «Dvt than 69»000 woxkttt 
h^t bteont untHploytd and tht lota In ttmt of pzoduetion ptr day mA* 
out to about 10 IfllEh Mtrtt of cloth. Ptw iM»ft elotuytt havt bttn 
rtptvttd during Ittt quarttr M 1968 nAilch aiay thut rtltt tht figutt 
of cloatd ni l l t to about 90 at tht tnd of 1968* tht following ttblt 
pxovldta a eltar picturt of al l l eloaurtti 
YEAl^i^th Total Mo* tbtal of milt cltttd n i l l t Clottd unitt tt of total ti i l lt 
1966 609 m 9.22X 
1967 630 »6 
1968 January 6ao 98 93S9K 
Ftbxuaxy 630 61 io.ooiie 
March 630 60 9*89JK 
April 630 TO lum 
May 630 n 12.64% 
Jynt 630 75 i2.3ue 
JIuly 630 n 12.6^ 
Axig«/$tpt. 630 84(98f26) 
op«.cit. !»• 1 
Th» tabl* fifv«alt that In |966» out of 60$ utile, «• mth «• 
93 « t l l t wtr* lyind elosiMI* The mmbtir of closed mills inez>eatidl to 84 
In Aiiguet-SipttfBbtr 1968* I t ftirtheJr xove^lt that during fi^st nlno 
nofiths of 1968 filon«t a* at ^ new B I I I g wet« oloted, nAiioh cloarly 
iRdloates that iitiiatlon hae been deteriorating at weh fast vatt in 
1968 thtfi bofott* 
Such alaxains incxoas* in the nunbex- of elottd s i l l t oan no longer 
be diinitted as a phenonenon «hieh is of no signifloinee in oonsldering 
the health of the induatty* Hhilo seiie of these clotures might be 
attributed to aio-managenentt ther« ean be no doubt that the rapidity 
with which the number of mill elomtxos has been increasing is the result 
of the consumer's resistmoe to the Inoreasing eost$« and the Industry's 
inability to fetch economic prices fbi^  its products* Birther the absence 
of any northwhile impfovement in the trading conditions for the cotton 
mill Industry In 1969 Is «lso evident from the fact that there has been 
no chmtge either in the number of mills lying closed or in ttw Oi^aclty 
tendezed idle thereby* fn fact^ ths unutilised capaoity of the industry 
was much more, thus, out of an Installed ea|>aeity of 17,5 mlllioni the 
number of active spindles, at the i^d of October 1969, was In iim 
neighbourhood of 13.90 millloni similsrly, out of 208,000 looms In 
pi set, 172,000 looms were active* 
To get out of the Impasse, worst for the Ifidustty during its 
existsnce, the central govenwent has enacted, *7he Gotten Textllo 
Companies (Managament of Undertakings and Liquidation or Reconstruction) 
Aot 1968* Ihe National Textile Corporation has started woifclng* Textile 
corporations at State level. In which National Textile Corpotatlon will 
h§ a iR«So» tx* «xptetedl to ««xvy out opAVatlontl ltoetion«« 
Tt)« naln iutietlont thd i^i eoxporatton* arei 
( i ) Td dMtdft to ii<]ttid8to a t fxtt l « toe^any and sail iho industxy 
at a xMfinltlg eoneaxfi at a t«atxv«d pvlet fixad by tt* tf nobody conaa 
l^ xwatd to {mvehaet at that priea* tha coxpos^ ation may pmxohaaa 
tilt eonoatn* 
( l i ) naeonttsuct th* elotad millt i f adviaablo* 
( i l l ) Itm^in? tht taxtllt l i i l l t that eay tea ae^itad isf tm Qevttiistiit 
iiAdar tha pxoviaiona of «otton taxttla o<»i^afiia» A^t. 
Civ) Aiaiit taehnicaliy and fintnetally in the tehabllltation and 
«odt«riitatioA of lalllt* 
Few of tM statta wihtra taxttl* induetxy i t moso eooc^nttettd 
h^a alttady foxattd Statt faxtilt Ooff>oirationt» 
1i» afeovt ataaufta nay ttllfva tht situation to mm* extant* I t 
i6» howavtxi not pottibia fosr that* «ox|»o»ationt at National «nd 8tat4i 
lafvtia to bt abit to miatar tha naetataxy and ad«(|uatt funds for tha hugt 
taak of ctaittliyting and miving tha lacga nimbtr of elottd imitt and 
to xaauacitata othar aiaiilariy situattd Mill a. As a «asult of tha 
taawdial Ma«ur«« tha financial pa f^exnanea of ^ cotton taxtila indtiatiry 
has iinpxovad substantiaiy during 1969-70, lhat this could ba aehifvod 
in tpita of a sharp dacHna in phyaical production is all tha mora ravaaling. 
^ > 
Output of cloth in tha Mill sactor fall fz t » 4*168 Million Mtras inl^. 
1969 to 5,157 million metres in 1970. Profitability, measured in 
tama of groat ratum on total capital ei^ tloyady howivar» rota fairly 
tubttantially fxxMi pat cant in to t . l par cant in 1969-70 
and gross ratum on sA as iapxovad froa 4,4 par cant to M pt» cant* 
fivan though tha i^provaeants In profitability can not ba conaidtrad vary 
aignificant whan coaiparad to tha ganaral laval of profitability of 10 
-( 227)-
€fnt III th« In i^ttstHal ttctotf tht fact thet I t wtut up hf 6t meh at 
90 p^ v U not only int«ir»ttiRg* tut i a alto a t l ^ of hopa* 
An analytlt of ttw financial ttatanentt of 140 eotton taxtllt 
eoaipaniat in tha pHvatt aaetoY ahowa that thal» aaltt IneoKt hat riaan 
by 8*7 par emt fxo» St. 649 ovetat In 1968-^ 9 to fta. eieoztt In 
1969*70* Thlt wat mainly «atpona|b|a for a «ptiirt In thalv 9Xott pxofltt 
hf mn than 50 pa» oant» fson Rt» 29 eiortt to 44 a»irtt« antf 
aoxa. eoatpMiiat did battair during tha yaat imdar atudy althar ineyaating 
thair pxoflta or laduelng thalr loatat* Qsiipanlat nhloh rteoxdad 
impxofltabla oparatlent* at Indleatad by haavy draftt of rataivatf daellnad 
fion 76 In 1968-69 to 39 In I969»70 and at nany ai 93 out of tha 140 
eo»panlaa thowad a rlaa In pi«*tax pxoflta in I969«»70« 
A fraquancy dlatrlbutlon of tha eotipanlat aeeotdSng to thaIr 
piofltablllty ratio tiiowa that 67 eoapanloa had a groat ratuzn on total 
Oi|>ltal anployad of mora than 40 par e<mt In I969*70« of which 19 oaaqomlet 
had profitability of aK»za thi» 19 par eant* Four eoai»eiilat had aaxnad 
a gtoaa xatuxn of 25 par cant on thaIr Oapltal teq»|oyad (vida tabla •IXlO* 
(MO. of cowanlaa^ 
a... S T ^ m ; ; , : . 
Intawala ooup, Spg. Total 1»ta> Oo«p. lOtal 
iaaa th«i 0 8 5 13 7 9 12 20 11 31 
0.1 . 1.0 1 1 2 •m 1 • 1 
1.1 • 5.0 23 i 30 12 6 18 10 2 12 
5.1 . 10.0 58 17 79 ^ 9 43 24 9 33 
10.1 • » . o 11 9 16 37 11 48 21. 6 27 
15.1 - 20.0 1 2 3 9 6 19 11 4 Vi 
20a * » . o I at 1 * 4 4 2 9 7 
Mora than 29. m m •• 14 m 4 
^mintrn \ rha EOonoaile TlMt Rataareh Buraau» saptasbar 17«197U 
Th» phenoatnon of tUing piofit* ag«ifitt f«llifig outimt (Hiving 
th* was laxgaly dua to a changa In tha pxoduet KIX* Many al l i t 
Maoxtad to psoduetlon of fina and ea|»atftna elothaa^ paxhaps* prai^mng 
to atat tha panalty clauaa for not pxoduetng tha taqulalta eontsollad 
cloth rathaa^  than to inett» losaea (aubstantlally hlgliat than tha panalty 
lapotad) dtta to th* psoduetion of itntaMmai^ ativa psodnetton of cloth* 
fht highat gioaa pzofita anahlad tha eonpanlaa to highar 
p»N>tax pxoflta (Ri. exo>«a in against 4^ 8 exowi |n 
at wall as htghar aft«B-tax pzofitt (Rs« 12*0 cxoxas |n 1969-70 against 
a loes Of cxofta In |96S*d9)* tn llna with tha Inevaaaa In 
pzofitt» divldand alto xosa tvam Bs* 7 ezox«a to Ra» S ««ox«8 and fomad 
4*% pair eant,of tha ownad llinda In 1969*70 at agalntt 3*9 ptr eant In 
tha pyovlout yaar* 
Thaaa Irnpmaiiantt axa irtflaotad In tha iiajot profitability ratios 
ttf tha Induttvy during tha last daeadat as saan fxoa tha following tabla« 
W W 
r^aym t^m? aiiiuj**. 
pwSti'salaa aiiployad 
Mat ptntiu/ 
oMiad l ^ s 
Divldand Ownad funds 
H i T -
profits 
1960-61 9.6 12.2 13.8 6.3 45.8 
1961-62 10.0 13.2 13.4 6*2 46.5 
196S-63 6.6 S.9 5.9 5,2 86.9 
6.8 9.0 7.2 •.4 75.9 
1964-65 7.0 8.8 7.7 5.4 70.0 
1969-66 5.0 7.3 0.9 4.3 475.8 
1966-67 6.7 7,4 4.S 4i4 97,9 
1967-68 d.5 6.0 1.9 4.2 219.4 
1968-69 4.4 9.5 -0.03 3.9 w 
1969-70 6.2 8.1 6.3 4.9 70.0 
SOURCBi tha Beonoale tbMS* Rasaarch Buraiut Saptiad>ar 17«1971« 
the 9«ntrally falling t fnd in profitability ratts tine* m3>44 
was halttd in the y«av Sn fectt toma of tha pxofitabllity 
inditeter* hav* mibitantiaUy during tha yaar* Tha frac|tf«n«y 
dittrtbtttion of tha e^tftiaa according to thair profitability ratios 
during 196^70 abowad that a l i tt ia more than ono*quartar of tha oon^aniaa 
had profitability in tha ranga of 9.1 to 10*0 par cant. 
Ihe indtiatxy hes» by and laxgo, followed tho liberal policy of 
dividend diatribution. Duving tha critical parioda of 1967*69 arid t968-^t 
the induatxy »itort*d to haavy Mdthdtawal tmm ratawae to Maintain 
dividend obligation bacauwt of the inaMlacpiato nat profits* This i t toflsctsd 
not only in the payout tatios but alts in tha ratios of dividmds to not 
Tha fact that tha nvolNit of oiHif>^i«s incurting lossas has Considax<» 
i 
ably gona down fzom 6p In 1968^ to ao in 196g.?0 Is tavsalad by ths 
toUovfifig tabia* 
(Ko* of coapenias) 
,, , vm-yp 
Oo»p, spg. Tbtal Coftp* ^ gT ra t a l 
Dataifiad profits nsgatlva 94 n 76 13 39 
Ratainsd profits positlvo 49 ts 64 Tf 24 101 
tosses 39 21 60 19 It 90 
Pra^tax profits highsir m m m 69 24 99 
Prs-tajr profits lowair - •m Id 2 17 
aoURCEi *Th« Econonic TIMS*** Rtsoarch Buvtauf Saptsnbar 17,1971. 
Out of tha 140 coa^aniesi 24 spinning units and 69 ccnpdstt* 
• i l l s b«va shown highar pra-tax profits* Sisllarlyt dlvarsifisd nllls 
also did battar than non^ivaralfiad aills* Tha divaraifiod units ahowad 
-(sao)-. 
tht higtHitt ratio of both 9X0«t psofits §•!«• (10*7 pew c«nt) and 
9I098 pxofitt to total coital «nployt<l (12*1 ptr ewit) in 1969*70* fht 
9i<ott ratum on aalot in tha Oaaa of eoaqootita and ^pinning ai l ls was 
6*2 par emt and 6*3 ecnt.taipaotivaly* All tM piofitablllty rataa 
hi^ a teeoxded ait«8bl« Inerefieat In ttw thraa sao^ra, Di^arity in 
eal«a> jpxofita and pxofitabtlity of tha thtaa aeetoiet naffaly* eoApoalta* 
spinning and dii^reiliad si l ls in tha eotton tastlla indiiatry i t (lulta 
ainilcad at aean in tabl* balow* 
SECTPRAt pySP^ITtf 
# ,., ,, pp^J ftftfip, 
f»tOf- 6*0®t 
«•*{%.)••• •..««..(pareantagat) 
Coropotita {liil8(l04) .8.0 5.3 4.4 6«3 9.4 6.2 6.1 
ginning l i l l l i (36) 13a 49.4 4.4 4.8 6«3 6.3 9.3 1.9 7.2 
Divartifiad (9> 16.4 23.8 
j> 
10.0 10*7 10.6 12.1 11.7 19.2 
SDURCBt ''Tha Seononie Tlnat". R«taafeh Buratu, Saptanbar It^mi* 
Lowar phytieal output, on tha on* h«nd» «nd highar ealling p»ieaa» 
on tha othar» raaultad in a f « l l in tha nanufaeturlng axptnaaa in taisna of 
total valoa of pxoduction. Tlie ratio of manufacturing axpensaa to total 
valua of production daellntd from par cant to 64»T par oant in 
1969«70* Waga billt alto daelined Isoa 23«5 par cant to 22*7 par cant. 
Both tha composita and spinning unitt thowad a fell in tha ptoportlon of 
waga bills* lha major coaponantt of cett axprtttad at a pareantaga of 
valua of production ar^  givan In tha following tabla* 
(iMirctntag* of total) 
t T » TOTAL C9QKP0SITB SPIHN 188 68-69 69-70 66-69 69-70 66-69 69-70 
1* Manufacturing 
Sxpanaat 
65.7 64.7 64.9 64.0 70.6 69.4 
Waga Billt 22.7 24.2 23.4 ,18.8 18.4 
3» Dapraciation 3.7 3.6 3.7 3.9 3.7 3.6 
4. Othar axpdftaas 4.3 4.3 4.3 4.4 3.S 3.8 
ft* Intaratt 3.9 3.3 3*6 3.4 3.2 2.8 
.NOTE I Th» total of tha eonatltuttnta in «aeh yaar will b* lo«t 
07 m f than 100 to tha a i^rt of pzofit or lota, tha 
induatry nakaa in that yaar* 
SOOBGEt nia ieonoiiie Tisat* Roaaareh Bai«su» Saptanbajr 1?»1971« 
Daim»ita tha fact that tha phyalcal o u ^ t of tha i^tton taxtlla 
• i l ia fall in tha finsiicial pa f^omanea hat ahown imptovmrnu 
a factor to ba rackonad with. I t is potaibia that with tha largar raw 
•atarial availability* battar woitlng of aiok » i l l t and ra«^ paning of 
tha eloaad aiilla, cotton induatry »ay ahow atil l battar parlbtMnea* In 
a nuadbar of eaaaa tak*^ar of tick si l la h«a raducad thair aecunulatad 
loatat quita aubat«ntially and thara ara ganaral tigna of loeovary in 
thaai, though tafca-overa hava not immiaad than eoaiplataly fro* thair 
illnata. 
The in^ i^ovaaant In tha profit hat conaidarably 
ineraeaad tiia growth rata through intamal financing aa raivoalad by tha 
fallowing tabla* 
-(332)-
i r ^^ > pay 
OOMBmEP BAL^ CB-SMEET OP 140 ODTTOti TEXmi OOilPAWIES IM INPIA 
fffii to lifchil 
CAPim m lIABZLtTXES ^8-69 69^ 70 A S S E T S 68-69 <9*70 
Shart Capital 9609 10247 
a* Bquity 824? 8799 
b* Prafaxanea 1412 1492 
Raaoxvaa md sufpltii 7879 8392 
Borxowings 24931 24864 
a. Banka 19834 19369 
Dtbantutts 1986 1723 
c* Fin«ieial Snatitutiotis 2157 2092 
d* Oovaxnaant 901 978 
a* Managing 0ix«otorat 240 190 agants* ato. 
f. Othtrs 4613 4996 
Tax i>xovision 104 m 
Othsr &ibabilitl#s 9940 i o m 
93909 94079 
dzott A«i«t« 
a* 04^i*«tation 
K«t llxad asMtt 
b* Flntihi^ goodt and 
XnvtttMRi in ttettfitltt 
d* <3ov«sfiMat 
Industrial 
f . Subaldia^Ut 
9* Ofhiavt 
Sundzy DaHort 
t^aiit and Ad<raneoa 
Caih ami Bank Balaneat 
Othar atMtt 
«020 47342 
24680 29799 
20340 20947 
21049 21321 
r m 7080 
11163 11121 
2912 3120 
1699 1724 
72 70 
1224 1302 
344 347 
1 9 
6009 6979 
2397 2943 
709 978 
386 387 
92909 94079 
Tha total ataati of tlM 140 oiiiiptfiiaa atood at Ra« 941 eiovaa Sa 
1969»70« Owfiad l ^ a , aiq>raaaad aa a |>aroaiitaga of total eapttal aaqi>loyad 
toaa fxoa 33.4 par eaiit to 34*2 par eant aalfily dt» to thair largar ratantlon 
of profits in 1969-70, Oross fixad assots atood at Ha. 473 oxoras and nat 
fixad aasats at fia. 305 ororas. 
Of tha total aaaats foiaation of Bs, 37 «roraa» gioas fixod aasata 
lowatlon waa Ra* 23 ezoras» aceottting for 63 par eant* Intamal soureas 
providid tha laxgast shaxa (78 par «ant) of tha total f ^ s . Aiwng tha 
intamal soureas» daprteiation and ploughad-baek profita togathar aMuntad 
to lta« csoraa. Rtpayamnt of 2omg during 1969-70 momttd to Its* 67 eroraa. 
ir»t* ot «io«ftli In pfotfuetlon ei^^tetty «• tf|»f«ttnte(i bf 
tht m#t afttr rising iwm 6*4 pt» «tiit In to 11*4 p9» 
emt In <t«eilnt(l conttmioiiftly io touch tht low of S«3 
ptr e«nt tn 
Hi* tnolytlo i^ towi thet th« «o»t tlsitol^iiv of l^t eottofi 
toKttU Inaietiy ^ling tho I not ••vor*! irtay* hit tofitMtH'Afely Incvtattd 
iMNsaDM of InoftMlfis ptiett of wm ttattxtaS and m^t thtvt 
tt vtty i l t t i t poatlMllty of patttn^ on tht butAm of Inettittd eoat 
on tht <tut to hit |toot |Mii!«hatlfi$ |>owtr md etllin^ m tht 
ptiott of ttxtiitt t»y tht <loiirt»ii»tnt In tht hoiii« marlett and kttn 
«OB{)ttitlon in tht foitt^n fltarlitt* In Hilt mmm^ r^  tht Induttty hat 
alto to hour tht ntjojr pMft of titoitt doty* All thtst faetors havt 
odvttatly offtottd ^ t f^tofitahlllty of tht li^uttty* Ihtvt attf 
hoirtwttt t f t * individual m l u »edtin|ftatlon» havt eontldti^ 
tisly laitfovtd thtlt ptofltahlllty and thty trt now sovlns towafdt a 
ttagt of ttlf*flnanet. Hilt l«idt tiipim^ to aiodtinltatlont tht 
poitlhlllty of vAileh hit bttn txanlfttdi thtough iUto»f|n«net In tht 
ntxt Chapttt* 
>ooOoe> 
IHE M&CHMIISM OF IXUD-VIH^CS 
f^r • MwiiigAil dit«ti«tioii of ttaxnlnftt i t i » 
f>»ytto«nt to inalytfi th« MebanltK md th* factoirt Influencing th« 
M«iiiuiatlon of IntasniA tuvtost* tho fotalnod oatnSngs axo 
eofitldoiod at a «lott toflottlon of a «oaip«ny*a pioflta at ttiaaa 
find ^ I r origin In ^ t mxkUi^ of a ttmrny* Psm ttia piofitt 
aftax- taXi a eoMpany uaually ^vtQatoa aopt of Ita not piofita 
aa ttaanraa far apaolfte fMJzpoaat» dlattllvuto aena t>»»fita In 
•ecoxdanca with ita aatabllahad dtvttfand r)olieloa and xotaina tha 
ftnaindat in ttia aaxnad autplua aeeoimt* tlia xalatlonaKIp batwitan 
aaxninga* taxaa and dlvldanda la of iitnoat t«po»tanea lor findln9 
tha origin of xotainad aamtnga* f>;ar thiti tha rata of aazningaii^a* 
raiationahip of nat piofita to nat viortht tha Saipaet of taxaa «nd 
dlvldanda miat ba noxitad out thozoiighly. In tlia praaaiit ehaptay. 
datailad atudy hat baan aiada of tha varlooa faeata of auto»flnanoa 
at a aaana iot fin^elng davaloiMMnt and laedaanltatlon of ootton textile 
&iialA»tt ••naQiAfiii uttt tw» typt* of boole^t^ina 
te^ttatt WHl Msttv* •ceotiritt*. tht titiplvt mm 
%im typ**" $axpim or MmSD t^ Aoemnit «m) ei^lial iiisplu*. 
Hm «iiiq>liit aceotiiit ««ett ir«lu«i not iW|»f9MAtt# by elaSiat 
of eitdltofft iRtf tlM «i|>t«al a» vtpfOMiitt^ Wjf tm eonttlliiitloiit 
of tliitft^Mtrt* I t i t to fiuetntt* ia eesrtaln fao^tt, 
Etifittf tufisluo it ttm teoiimilat?^ mtmt§ of tveb f>ioflt§ that 
yfnalfi undtatflluttd •§ divl^wKlt. m^h sucplut It toalitod ono<» obtainod 
fiQgt th» elroult flow of wssttln^ oiapltal and haa tta totiMt in tha aamtitifa 
• f a touainaaa antei^tlaa* It pyoaumalsly Indtentaa In pati tM ^aat 
pxofitability of a iaualoaaa f im and tlia mmmt of oasfitnga awtatfiaiS tn 
tha iMainaaa or a aiftf»lua capital tnvnatiiant ovox* and alseve t ^ laftal 
capital iration. Suiplua la dlffaxoni twm capital It atlOfi In tht tanat 
that i t cm ba withdtaim fxoii tha f im at tha isitesatioii of Ditaetora.^ 
laiotd auiplua ptovidta tha aain aouxoa fioai tnhieh dividandt 
ttt diatvihutad. |t ai«y isa uaad fbr afeaosHiiff loaaat and laaating cartain 
ehazgaa Ilka dtpttoiatlon» atc»t that « i t t » naeaaaayiltf ^ aatlnatad 
In advanea* lha aamlnga that ava aecuwlatad In tha fcutinatt and not 
M<iultad by i t aft ft— tot dittHbution In tha nannta- tha a^ nagattant 
U itillifla Kuaband i Jiawa C* Doekaty^  *Hodatfi Ooxporation Pliianea* *p.49ft 
c, 
•Itete* 
tbft mtplm^ alto •• Inooet t»»tfWM%«l 
in fh» iiuelcitssi is tl^ t^t^i of tht aeaimlst«<f tscnlfig* stlOHVtf to 
fomeXn In tm «i!iteh it* net <{*«l9n«t*d t&n mf fitrli^iiltir 
pitpon, Alttteoglit It I t eeDftiacvotl to N ilitttsbl* t » 'asa^ ttixplut 
with $em ipttlflc f^iogriiHe, ma a {)drtlori tufplut Is <l«fliittt|y 
ft 
ttggtd *t^Sit9 fi>r tDst olDj«etlvt« . 
. C^ltel iufplttf I t tht o l ^ r ^totd cl««s&f|«et|on of ^liplut l»titd 
toukCf* I t IB eloMly to iht *6i^ltal tccdunt* and I t utod to 
«Khll)lt ^«iiti*t in etpltal ttoek thtt em not Iw ttflteitd eo i««tllly In 
tilt e«9»lt«l tcscoufit tt«tiiiint tmmm of tsoolialiMpinQ iitt»i«« of ptv 
vtlut o» othas ettw^tt thtt nm not i^latod to tlit nomt^ 
fi 
e^trctlisnf of t ^ tsutlntst flai* I t Kay esrlt^  In owroarftl m4 my 
lit *v«luttlofi tiit|>lot** I t »«y h0 uttd iSai* vtjriottt 
pttx|iioittt» prSitarlly to mmx* th&t opewtitit^ lotttft» t t t t i « z l t » <lewit ot 
othtjr dtwoioiiMtfiti of tho lcl;»! will not s«8ult In ec^lttl lBq>iitflMnt mA 
intblllty to pty dlvldfRtJo* I t I t tsor&t noting that fojr all lotmtt tRd 
|3Uf|)0ttt» oapltil tuxi>lu» It 0 pom^m pM^ of n«t MOtth of a feaitliMtt 
f l w tnd 4lthou8b ptsalfttit hy thei laws of tent otet^t* tlw doolayatlon 
of illvltftndt fto» capltti tusplut It not « wItt polley*^ 
»i«>lm»-_ltt Mttuft jwd Slonlflotnet m fiattltiri 
Tht toai toxplutc irttleh found Itt origin with tht toeounttntt* 
hat httn oentidtMNt «• oxhlbltlng tht onetst of ntt nwr^ ovtr tht otpltal 
tttefc of t bittlfittt oonetni. 
!• Ilodtifi Cotporatloo FliiMett op*elt* 904* 
2* Charitt L* Pax^ft 'l^ lnioelnQ Kitlnttt Flitit* Chtp* VltXt P* 173* 
3* ti>|<l. 
A «}i«}9t ivltit atttf* of a mtpmif sldlit Is* tht ff*tiilt of vartatlont 
in l labil lt l** or IfieaNlito in tihtw e<9ital of both of> I t say ^ 
v m l t of a €Miif}«iiy*« o|»»iritlont* taoalvad fxott fha •«!• of itock 
wNn invoatad In «ata»ialti pxoettaad and ml4 ratutfiad noft oi^  iaaa ttkan 
i t * orlglnaS tun* 1M* 4ittvmt mm was faoosdidt mem tlM m$ 
whan tt waa« tlia balanea-ahaat dtd not NJtanea* liaftea a 'Maneifig itaii* 
wAt tfivantad and ihay oallad t t aocplua**^ Apatt f tw o^vattns faaulta 
and yatylng lltbllitloat an axlbltv^ ayy aaaat taviAuatlon alao fluetuatad 
auti^ tttat thli iiakaa autpltta a dapandont varta|}|« and m mtmmlY aanaltlv* 
t ^ •ifl^lii Itaatf I t had no indapandant pomxt hf irtiteli tt «oitld ba 
atoaaiifad* St fiat Ibacoaa a llngnol«l eateti* allt Into whloh at* ttiio«fi laft 
A 
ovara» altar all tha i^a t valitaa ara aieaaotad.* 
tte v«y|attott«» in auzptet aeoottnt eauaad by ehiiidtng aaaota* 
tt«t>||lttaat ato« ata alfnifleant fxo» tha vtaw point of finmotal polley 
and daaaxva thatestgh analyaia* analyat nay tagaxd ehan^ aa lo tha auxplua 
aeoount ftm parted to ptrlod aa a atatiatlcal «*eotd» not only of iianagarlal 
parf»sMnea and aehlaweawit, lut of |>olley «a wall* foeli polleloa pxotrlda 
ffolda linaa for aviasartal daotalona aff^tinf iurplua itaalf and »afca It 
naoaaaaiy to raduca thia aeeount|n« eea9)ound to Ita imale olaaianta*^ 
A daapat analyaia of autplua ravaala ita natitia dlatlnotly. Suiplya 
liaa Ita algnlfleineo aa m aqulty of aharaholdtra. Vlaiiad t»m ^ l a point 
^ fallowlna obaatvatlooa eoneamlng thi natuio of tha auiplua nay fea 
atatad aueelnetly.^ 
<l) nia aiirplua account la not offaot bf any apaolflo aaaats lot 
•l^^ly xoptoaanta an aqulty of tha aharaholdora In tha aaaota 
!• Taylort 9*%$ *Flnanoia MIclaa of Bualnaaa fintaiprlaa,* Chap^XXII. 
'Smplua 4 DIvidand Policy* • p* U U 
3 t Ibid, p* 
4* Kuaband ft $tm» OQefcaray,*IMofn CorporaUon f lwwo*, 
Amh 
(It) A Iti9* «if|>l«i« •eeotmt way not ti»«tttisrlly mm « ••tltf^tdty 
ISfiiMttl p^aum. 
(I l l ) A tmplitt acoMint 4o«t not nteMtitlly mm l^at itatft mt le 
•xeatt of eofitnt f^ atclt «• of i 9I1W1 yoofff |)Hai«a-ilif tt ttflaett 
giowtli of tht tto^Evlwlflort oqntty* 
St wmU Iw olnrtoitt that tittplutt «t btatt la ali^ly an oqutty 
of tlio gliaraii»i4o»a «Kf net m aatat In any mnm of tlio «o»l» ianilAf a 
of a ooaifpwy i>rlaa»lly liolp irnpmfim i** cutvaitt aaaota ksat ^  »«iaea»lal 
doolalon atay iltvoat It In^ plmt and ol^r lof^Ktatn tnvaatmMita tnatoail* 
IO0 can not tag • dollar- tiiat la to aayt one* Monoy ^ oat into a lttainaaa» 
Hia Idantlty of Its aeiii«« la toat* au^ an isMloratanaing of ooi l^tit la 
oaaantlal lo» fomilatlfl^ a aaiiRd finafiotal {>olley» It aaana that auiploa 
Itaalf 4iooa not iiilly Inioiai tht dltaotova of tha finanolal poaltloii of tha 
aea|»afiy» of tha taaulta of opa^atlon and tha ooonoaile ammdnaaa of ^ 
SOURCES Mm CHARACTEft OP gll8>Illli. 
aiiplua la xasttdad aa a dovloa of fHianolal |>olley and Ita d l ^ 
altloft iona a pan of tho ftoniolal pollelaa* Poa> aitoh m #iatyalt tha 
atttdy of aouztaa of aurpltia la Inavltablo* tha aouteaa and ohamtat of 
wtpliia dotamino paftly tha diapoaltlon of ^ aiiit»luat 
maanoo of •tiif>lua aay ha atttllwtod to oottain tfanaaotlona and 
adIuatMnta taka plaoa aa a taault of •anagarlal daelalona poHalnlng 
to ocHtMiy aovalttatKMia ma <Htpo»Ml of oamln^a* OfdinaHty* aoaplua 
!• Midafn 0»if>atatlon rinfnta« oi>.«lt» p* 49$ 
|» cefitld*««d i t • pMt of thf pi»mmmt lfMr««IM<it « f • eonettn and 
i t tf»ei|9«l»l« ttf l»ffSii9 dl*tlft$ttith«d f ^ InvAttiiMit for aany 
imspotit. In faet» wii^liit I t alnply « flt«t of addlttoiial viiltt* Into 
flit eo(|$ot«tt ttitttv iibttotrtr N tlit teuret* hr iiiofottt |n t N vttot 
Of ^ vttl ttt«t« <liit to IwiTQitraMo tfiyl»oiw«ntil oittnstti pvtMiieo of 
fitt •mmirn* o^ttlofiil invtstiitiit In iht ftm hf tlit ttpvtttiit 
tilt How of ttld|tl<»itl vtlut into «})• cotporatt t i l i t t tbat orl9tfi«tt# 
twm wi^out* Ittit outtt^t o»t9lii of tho t»is»|us I t of the tttnoti 
lapotlinet* ttii vaitio tHitf olitatnfd It I t It tlit Mtult of • 
« oo)i|>otltt of vtlut optfiioiit otl^v then tliott of tlit utRtgiiwAt* 
On ttw othtr tittiKtf • ttttf»lttt tvitlng out of tttot itvaltittlon hat Ita 
oirlgia f io« within* Uttio la ^ not^ to ftgivtf oiiolt a tofpltii ooat 
otltloally« * lay ttw va|,»t of l t « nanasaattnt atiotila aaauM tha lutidan of 
l » »of«»* 
Ihyta dlffOf«it aeitf«ta of itooipta oauao ttila flow of aiiit|»|Ui 
Into a tlxik* In tha fl»at |»la«o» a capital Invaatawt In varloua fOi»a 
»ar 9lvt vlaa to It, &tOondly» iliKiitt»lhifti4 not ptoflta tliat atiao ffoii 
bualnaaa op«?atlona tnd otHaln otlia» totlvltioa too m^ roiolt In aoiplua* 
iaatln auirpltia »a)r find ita origin tn aeta llfeo t h a ^ eo»ioll4atlon of 
tio or noro empmUtf aoallng down or radootlon of md llabllitloa 
ma Urn ravatuatlon of aaaota* 
i t i » ^ MfflF/aiiiiiGf ami»i08i 
Pfoaaneo of largo auapliia aeoounta In a eoMpany I t an iMMNiao iraltia 
to ltaolf» to Ita ahaiolialtfora MKI to ^ aoel*ty aa «ol l « Qsowlng 
!• tayle^i *Fliiiiitial Pollelaa of Utaliiaaa aitat»rlaa«« 
mm)* 
•i«umiiift«<l tuiplyf a tmpmf ii«ktt I t an •ndmrtiig tntity* «»hleh tt 
tlw pttaaty duty of § mmagiMAt* fUitwitlon tiii^ttit i » « 
cott sotttc* of capital fot t]qp«!i«ii»i puvpottt whieh •nhmeta tlit 
•tm^tnt of » oottpany» lMl]»i tttSiia? Isdmltd ln4olklitf»tt» ma piovMtt • 
tMttOV tqulty pOtitlOfI fot iaOffOlvtllQ pOlfiOM* 
Rtttntlon of tttiplut I t CQRtl^ ttttf •• w wt of stif Intitrafiet* I t 
« citthlon of taftty* t t » •iu^len* or ••aiglfit*, whott pvoMiiet It 
•0 oomiertlng wifottuiioto ttantaetlont poslodt of olt«k tsutliitM 
oeeu»» ifo i i ^ l l a i ^ tb* oaxiiad mt^litt* Hit Wippx^tlattd ttuplti* toeauRt 
alat teiowi at « ^antral itixplya aoeount la In Itaalf a t t t t m for all 
^tlnganeltft. Siit ^aatttlly dif ftitnt pottloitt of I t at* t i^e i * appveprlatod 
•iKt tiwatleod ta rtattvaa for apaelflo i>ttft»t«t« firantttr of aovpliit to 
vatlottt rtitivtt tismmUAimisiitM tht dlttetoya f ie « dteltrlnv dlvltfania 
> 
In mtth laiga amimtt tliat mtkim eaitltal a^ da^ltttd ov tht fHiaRolal 
tttuotofo lapalstd*^ 
Sitfplua tlao Ittlpa In t^lug tht tdvimtagt of piofltabit lnvtal»ant« 
OMparatlvaly naw sim wall CMpanlot rtly fxoquiantly and aliwtt antlioly 
upon It lay tbalt long toMi tapltal nttdt« *Sirttapactlvt of aafoty and |>foflta 
tht rnommtm of a oolng eonotxn xoqulfta tht Inflation of ntw f ^ a l^t utttlng 
t}w fluotaatlon of l»tlnott at wtll at foir ptiipottt of noiaial tuptntloiu^ 
Iht giowlf^ ateuwlatlon of tatplut to a ttatontblt txttnt iMntflta 
both tht thtjrtholdtrt and tht aoeltty tt I t li^>i«vtt tht ovtfftll potltlon 
of a tenpany hy yitlding aoto tni^Sngeotporatt ttvlngti I t Inetotttt 
nttlonti wtlth ty ftellltatino tapsovuMmt of plmtt and tneoortgliie 
adoption of ttehnleal advanctt* I t tlao tolltvtt tht toeitty twm fiottlblt 
U flntfioltl ^ l l e l t t of EiftSftttt mttipHtt. op*e|t* pmW 
8* « l l l l « t H, Kuthtfid t Jaatt C# tlooktytyt *liodtin Otiporttlon Fliweeo»pe4W« 
Mfifttttofi •Htlng ivm fillux* mA «thi» llnwettl tilbattatimMit of 
l»ttfi*tt# R«t«fitl«»i I t an «6t #f t » » t f>trlo»iiiet* Smaptettvt of tli* 
outeoiitt It It olttr tiiat ill* itttntlefi of ottnltist givt i^tt to t fom of 
InvotiMitiiy liivttlMiit hf tht sto«lE«t»t<la»t« tho tlfiht to ittoltlon itttelng 
of thlt to«t It a pioxodatlvt of utiitgiiitAt timrtiig tht aiq^ft of Itgtl 
timotloik*^ 
A tmpmf a |>rltt»i»f«oi« psmw to evottt tttotvot btfOvo ^teltrlns 
/ 
thf «9tlottt of t tmspmff citt^tlio tht liottd of 
dittetort to ttt ttldt t tototvt ftoii ^ pxofitt l9i»t tlm ttgttletloiit of 
tlio eoipttiy iBty tlto fitgatlvato thit *At tht tflterttlon of ^ 
4lt*otoyt tMiit tffoomt May ti^lltd any pyipott to whleti ^ f l t t 
ttty H ^ l l t d ptfidlRf iueli i|>i»llo«t|oii ^ Hmtft thoy vopyoaant mwf 
9bt vttd III tlie ttiflntat ot* Ifnroittd In tho tteutlMot o» ol^lsatlofi of tlit 
imdottakSiift* IMIim toole«aM«plii9 tt«iji» thoto fttttvtt do not afftot 
ataott and a«o not matawat In tlia tana* of aottathlfiQ Nln^ hold to 
aieot a poatlfcit or oattain lUluta naad*^  Jn ttia paat oai^ taln eoapmlati 
In i^raotiea, daaetlbad fraoty « t iwaama aany diffoztnt aeeotmt balaneat 
Khovoaa aoatf i^teh wava not ao daaetlfeadt »aalty tafiioaantad foaaivaa* I t 
«rat hald latar on» tDat tht tam *»tttxva* bt «tttd *to danota Mmmta tat 
•tida out of pxoflta and ottiav tuiplotaa which art not datlffiatad to aaat 
any llaHllty» eontlngancy* eoavltaent dtalnutlon In valua of aaaata 
ItnouR to anlat at at tha data of tha balanoa thatt*^ tht «ii8|>pi^rltttd 
pioflttf tiava aMbatafttlatly tlia satit ch»raott» and tttvt tha tiait piuipott 
U Modtm Oatporation Pln^ot* of>««|t^  St^ m*, p* ^ 
S* Itimoad $9 Cha»t»artt * Financial Iliiia9«»«nt» k atudy of tha fcattt of 
fiftaneitt dtoltlon In Butlnttt.* Cht^ XV* p* 
Ib|d« 4* Oiarttt i , PtrtHar» *FlAflficlng Sittlnttt Plait** Chaptar VSIt» p« 179* 
« • 9«t««v«i mA tmf h» at pmt of th* 9«iit»al ftttievt #f a «oiipaiir* 
In ateoufiting praettevi <llttln«ti«n !»«• «ot to i»t dtAMii h9tmm 
4teltloiit of tffi4t«tttlNiti<l ^ fof l i t ma tlit cfetfQtt tsatn^t pwli t t «m1 
9l»l>it«p»t«tioit of ptofli* for dtotrllxttlon* Hi* tots i^iiftfltton io used 
diiiotlfig th* 6t»«i!0«t odaiiiot aiHl i|>i>t«^vt«tl#ft of f>feftt«« 
flMiix f^etet tlw oieufiit ehaitio» i@titt»t pxofit* sot-^oMo in ^ t pxoetst 
of eoi|»itln9 <itttH)3itlabltt piofltt» on aeeount of llat»ISitt«i, dlBtfititteii 
of «ftttt» valitoA and eentingafictos which as* aieptetod to trlao fcat Hi* 
•xiant of «htch «in only bt oatteatodt »ay N tagai^fd ai pfovlolim**^ 
A «oal olaittfit of lotom* It pim»m% In ptonHi/otiB If ilioM oxeettf ilit 
xoaaoiiablo aigsotatloftt of tho llaMllty that It llkel? ^ avltt art4 thi 
tflalfiutlofi In ^ valuot. 
I t lallowt fmni Iht alorotetd diteuttlont tliat yotofvot at* lutlnttt 
•firlnst i^ieh a>o an ootcent of ^ flnanelal i»xtt<lafiet of eoai^ any »anag«itnt 
«^ « «a t pxevltlof^t out th«i» axlttanoo to ItQal nteattlty* St It tht ^tlat 
lotpmalfelllty of a cot^ any naftasaMnt to pxopttly <flitlii9iii«li lattMNMft 
pxovlalofit and ytttzvat and not to eofifUa* Mtttvot for provltlont and vle«» 
voratt at «at ^ ettt In tH* j»ttt aAito tht tm tamt wtft not itttd In • rlQld 
ttntt. 
TO P^TOS ^f ffMYi^' 
CctatloR of roatxyot out of a co«i>iny*t oaxfilfigt cenatltutot t vital 
•top both in tht dottiMifiatlon and i^nagtMnt of Uicoao. 7h» tignlfloaneo of 
idof>tln9 and ai>i>lyln9 Mttivt and taiplut pollelot would bo avldant fton tht 
fMxpoto Mhleh undtrllt tueh DOllelot« Ateuratt dottxnlnatlon of optrtttog 
rtiuitt I t contldtitd aa ^ f i r t t and fotaa^tt puipoto of tttoivo polleitt* 
Hit ttoond f^fltantal purpott of tit«h l o t t m pollelts Is to pxovldt attit* 
tmot to tha 6fn«ral flnanelal yiollcltfi of a ampmr aanaftHtnt* HW 
U Hnantlal Polleitt of Butlnttt fntorprlto* optclt* Ch«XX,i>«473« 
of i iMitlfiAtt nu6t fiontinaatly tttt ilititstlvtf not only In 
oytfor to know If a pioftt It l)tlfis obttlnedt t«it to wtkt oortofn ttiot th« 
istiilMtt oottto xttttino Intaet*^ 
fht pYliidty ametlon of llnaiiel«i poltol#« tn « t>>oatt awisOt i t 
tlio ^tottttiistloft m^ «pf>lie»tlon of thofo f»rine||)Sft« of flaanelftl mmvgmmfi^  
hf liWlcli tlie Ofl^ltftl ecflfitrlliiottont of owftuft WH ttoilto** feiN» ttftlntain^ 
to yltid mmn^ l irtto of fotttxii* Vloi»td §tm tliif fiolntf *xtttivo 
e«» Iw Mmtifitsd at ^ flfi«fioi«l polietvi umi •§ 
co]^ltii«ntaxyf ovtiif to th» tot of f|ft«i«lal pvinol^lot t)i«t fotcit {»iof|t 
2 
«iMltitttirfttloti» pxoftt tdilnittvstloii involvot ooirtaln ettpe, f ivt t 
of « l l i ei mttd oecuifttfi intm» i9 ^ aeeottalAtdt* Sfi 
s«€ond plaeo^ ifosomt tiw to b» d^&tod In toeoisidiBieo witti tht 
doelolont of fttna^ffRtRt* Thio In Htt l f Is a mx9ii&Ty to ^ flj^tt otop u 
and in tht Itttt a doeltion I t to !>• ttaehttf with xt«|»*ct to tht uat of 
tho zt«tlii4t»» III othtir vtondtf tiitplut |>oliettt conttitutt 
tht thlft tna flntl ittp In pioflt ttelnistrttSofi* fht poltolt* on »tttxvot 
tii^lut tnd di¥ldtnd$ tro ^ I t t lAt«]!Mlt|>t(id«it m^ Inttxnlndlo with oteh 
othtt* 7htf«fbtt# jrtftMnoo « i t t l»t had to tho x»tt of tht tttpi iitillt 
G0fistdttln9 anfont of thtto tttpe of ]^»»fit aalligiMtnt* 
tht gttitttnet i^leh votttvt fiolloitt ^sevldt to $tntrtl f|n«iel«£ 
polieitt mnif tw oontldtttd tuwitr tlit following httdtt (1) tho lonettona 
antiyslt of tht buttnott «nd i t t o^retlontf ( I t ) tho psovitlont for 
uficfKetl»t|t« md ( i l l ) tht pliftninf of doht sotlstntMit* 
GtooMllyf the rtttwtt cmtod by « coR g^iiy boar «Giit «olttionthlf> 
and owt thtiy txitttnot to ont of tht fimttlm of tht flxn thtt tttt i t up* 
1. Flotfteiai l^lieitt of Botlnttt muiprl$iK'cb9 'h » f». 472 
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•(844). 
At t lM* apt«lfi« Itl)tlt mwf net tst for ttMiwc mvf i «v « i i «ht 
l^6tft«fi wtileti <litt« tM •ttppotid to fittlexK* Hit tigRtfletiiet • 
p&wUwU* t*«*ivff tl^iiidt DA tht f « « t » i^ttmr et fi6t» Him Iwietleii to 
wlileli th* m u w t*lat«i I t • Major istlvlty tn ttw l l i » * t eptnittese. 
SwMtlatt • |»atll«tilt» HiiMtlmii nty «tittM m vlt«t a f o l « In tHa oftaratlont 
•f « iMtlfiatt that piovlaten lav tt nay i)t •l«iirata<l ta tba atatiis 
Df a iial**^ iitfiagattal tha l«po»tfRe* of araaam pelley 6om«»ondlfi9ly 
Magnlflad mA taaoavaa ttnaiaalvaa attvaneaiS to titgh tank 1*0119 tha <tawloaa 
of affaetliNi oonttol.^ Natii»ally» Ifi aaoh a «aao« all otiiat fkmetlofia hacoM 
auhotatfiatf to thla pattteular itoetloii antt tha taaaiva partatfilng to I t 
haeaawa ^ Indair of l^atlonal potlaMafieo of tha Iwalfitaa. 
With a ¥|aw to aaalat ganM-al ftnanolal |)Ollelaat ^Ifforant »aaama 
aft otoatad to aaat tha unooftaliitlai Involvad In any valya «riileh tha fUtuta 
awiat oonfliai. valuatt<m aoaanraat t^oh oit boat tafiraaantad tgf vaaaivaa 
fot dapiaelatlon mA had <Iahta oto* a»o ao oallatf haoatiaa thayipiwair «aaiig 
tha aaaata of a eaapany aiMi tapvaaant atta^t to fot^att* a^uat or ohiAfo 
tha oiilatSng valuaa of |»artleiilat aaaata* Ilia dlatlnotlva ohataetatlatle 
of thaaa toaaivaa la that* «hlla thay appaav «a ad|«iatMnta to tha halinoa 
Ohaatat thay aada thalv way to thoaa aaaata via t)ia ogtaratlng atataawnt. 
All axa 4aAiotlona fioa Incona* AlU tha«ofo«o» hava thair oii^ln In tlm 
•anaswant antf datomlnatlon of Inoaaa** llta Itana fallinf undat valuation 
laaaivoa ecmatltota a lagltlaiata chaifo asalnat oporating Inoowa aa thaaa 
lapToaant tmwmt cott of doing hialnaaa and ^ a o ata uaad to foiaially 
tacognlia tha aiq^aaa that ean not ha datamlnad aoeatatoly, tha autlot 
puipoaa of auth xaaam la to ttplaco or aapplant tha valuo that la daparting 
m . financial Mloloa of Boalnaaa BitaiprlaaS Chip, XX» p. 474 i 477* 
imm tilt oflgtnal |fiv«ttiiMit« 
On Urn himli ^ tiavt pmsptUt^Wf wmm* aecdunttf alto knomi 
at lift iMipth taaaiva aaxplua M i a m aeeousts* i^leli waatf to aaeogniia 
alMiaiitt of flaaiiettl fteliey add Mihieh talata to tha tatlsamnt of long* 
tam aaH, aalf lnatira(i«a» taplaeanafit e l plaDta and othay tORtteganoiaa. 
Sena of thata taaawaa aca in affaot an a«iiiai%tii9 of batanea ahaat aiiiy>liia 
a tasaxvatlon of ptofita« thait potpaaa la to m—t UflcattaSntlaa and 
«ient|n9an«laa ngy nava» atlaai hit MMttd iadtt«a tha valua of 
co i ta l tf tliay 
Hia iialiifa of |»aoi>tiat»fy taaaxva aeeotmla dtffara IkmdMnntally 
fioai tii» valuation tatatiraa* Aa a9ainat tha valoatlon fwaaxvaa uhleh faeog* 
niia unoartain aiig>anaaa and taptaaant coat of datoti Imainaaat tha |»]eop»iataf)r 
taaatva aeeounta aia eoaawn «^taaal«nt of flntfiatal iwUoy and ata tlia 
atttQMMith of nat Sneoata ifid Ita tatat a«otMilet|on« *irKatfira» tha taaaon 
tha aatlon« any if>i>io|)r|atlon of aatpliia to a i>io|>Hataff taaatva aaivaa 
both aa an announeaaiant of polity tfid aa a tai^taty laMoval of luipltia froa 
availability ffat tha daelatation of divdanda* Iha ettation of vaiioua 
pzopfiataty taaaxva aoeounta aaiva diffatant putpaaa and halp attanglhanlttd 
tha outtant pftaitlon« atabillalng dlvidand polley and iaptovlns and pvaeuttng 
nan aaaata* *Yha aslatanoa of a aapatata taaatva aecaunt publlely announeaa 
tha poliay of p^mmmt tatantion of aaaata on a lagai aa nail aa an aeonaaiio 
baaia.*' 
fhia olaaa of vaaatvaa taptaaanta tha ditaat aatting aaida of a 
pottion of nat pioflta or opatatinf aotpltia in faviut of tha taaidittl oanata 
of tha fliH« Manea thaaa ata alaa lna«n aa ^awtplva taaatvaa*. *1}ia inoasa 
U Fin^eial Polloiaa of toainaaa ntfiptiaa* op.«lt» Cli»XXV,p»<7T 
a* •Kodaxn COfporatian Finanoa% aip.elt« Ch«XXV pp,907«a0l» 
tHd. 
ilMtt t»tRsf«riti to ^ fetlane* ihttf Itttotttt •d4ltlofi«l i»t*tt# 
MiiSeh • jk«sis«Miit will m e^toy th«t fi*t mw^ » f th* 
eoii«tin I t ptmiiiiiitly Intiwcat^*^ 
€tft«lii t t t twt i w •itef«tlof}i mtH wlih lliit»UIII*T iiIiom 
tmrnt* mi tlstt of p&aiumt ttt imevvtaln* Thtt« rtttsvot uiittlly 
to Ut lt«l>ilttl*t eftf|ii0 out of «iif««iit oporatloDt* *eaeli 
of %ht«t fo i f ivt i t i t «ilii bt ftotf<)« I t tstwitltlly « mwwmt lltbll ltyi 
a tue i^leli I t vmd mi irtilch tht Hm tspeett lo psy ^tlng tht oext 
teeountlDst ptfloai I t muU li«v* ptidt tht Infottott lt| duvtji« tUt 
Ipetloci litlns tvpQwUi had tht ittott»t l»ttii dtflftlttly kaowi* tlit ttiM 
t t t t m I t atteetttd tht to l ltfcllttitt htttutt tht i »o i » t otn not bt 
<ltffffi|t*ly «ietJFt«lfittf t t tht tiat tMm tht »»ttivatloftt « » t Mttft* Tht 
tm i l o l t l l t y of lilt flntl t»t3p&odi whtA IM tftOMntt hytik of f tht contlmilty 
of ^rt t lOAt thtt ohomitotlttt this going oottttm I t «t^>oBtlhlt lot 
l ltbUlty v t t t m teoountlfifi** II* l l thl l l ty f t t t tvt ^ I f f t t t f tw ttttt 
ttttivtt In ^ t tht l«tty will not pitttntly ttqitlft ^ t f>tyln9 ofotili 
wtitxttt tht l lthll lty iwtttt«» tntloiptttt m tttly dlttse»ttiwnt of l l^lr i 
capital* 
( U l ) fff^ i t#t l i f « i t i 
Vhllt pl«wln« ftv tftht fttlttstntf t cetf>tay atntetntnt «ty 
titet to f t t i t t Itt tftht ptMMitAtiy t l ^ t r mt of otxnlnft or hy to«t 
•tht* «ttnt* Thought a ctty i^ity aniia^tMnt utually tn|oyt eet|>lttt fitt<l«i 
In tht «itt of fttalntd tatninotf 4thl eontvtott sty ttqiiilxt tht estatlon 
of tinklno ftmtf t t t t m toeoimtt oir vtttntlon of t i l or fitvt of ^ f»feflt 
aftov tax tHidtr etttain olrcMittanett« whtn flngntlng with ttin Itantt 
a tm^mf ««itgttttAt May httt to aeotpt t t t ty le t l^ t on dIvMtotf ^tyatntt 
U*PlRanelal Polleitt of itatlnttt Bntti^yltt** Chtik XXt p» 467* 
% Sb|<lt |»* 
' uMl Hilum U fttck to e«Hiln fifimeta ttandtidt mi hf dtM «9t«iiMntt» 
nay Nin^  th* eM|»iny to fotaln pxolttt iti tiit Ixittnttt. Slfikliis Audi 
«»*at«d foJT t«titlii9 and a tmpmv mma^mmt maf 4Hm 
i t pm>p9t to fluid wm uttftemt eentrae^al eblltatlon* Mmila tliat 
apfiiopttatad to t«tt»a <labt» dtylvatf fiOM tha nat pioUta of a 
oo^piny* 
Sanatiteaa tha aMOaganaot of a i^a i iy ovaataa f>inaf»atataiy xoaatva 
aeoounta md lUiida thiii* thla «ay psm* to fea a ^ fa^ioui polley* niia 
tana *m$tsv f ^ * la fia^antly itaad of apaolfle taaama whioh ava not 
Vi^ aaaantad by ldaiitlflat>la aaaata ae^ltad lot tha ^MOlfte i^ipoaa* 
Ptofaaalonal taodlaa havOf tiawftfati aaooiiNiiidad that 'araaaiva ^wd* alioitid 
iM ttaad of>ly whata m invattaant tiaa eiada laadtiy iiagotiabia eaaata 
to ao^ iMMttta flinda t&w ptiipoaa ailinttatad*^ 
AindSsig of vaaaivaa taolataa ^upOYSta ataata to flfianea i^aotflo 
thtfiga and vadiieaa oa^ avallabla fo» aiit^mt fifii»«tirig« Ccaation of tao 
•any lUfidad taaam aoeounta ta Itkaiy to $mfnaMm t ^ acoiiaiite tifa of 
a IsaaSnaaa f t » « a polley eeutd ioxea a «o^»atloti to faoivow Dhan 
I t «ottld hava bad auffieiant aaaata to fliitfiea outtant naada If tlwy watt 
not tlod up In iMnk dapoalta and ahoaWtaz* InvaaMita**^ 
Qananlly* I t la aiova pvofltabla fo» a boaliiaai to ta*.lnvaat f ^ a 
inaSda vathav than Ifinraat ttian In ootalda aoeotltloa* SMdi talnvaatMiit 
•ay ba althar In fixad or cimmt aaaots or tootti and I f l ^ a an naadad 
Ibr apaelflad imipoaaat I t aiay ba poaalbia only at tlia «oat of dlatyvbmg 
tha oorittep cyltal* 
U Floanaial UmugmmU A a«idy of tha baaas of Financial Daolalona In 
ittalnaaa* Chtf), XVf p* St9*at*cit« 
3* FInanoIng Bualnaas fimu §p**lU Oia* tg p« |7»« 
teaAfigii 
tliffit tl^ cofiei^ « f aepftel&tton list attuavd g m t 0lgnlfl«Mie* 
• irttal tool in tltt nmtgMMnt thlnktfig t ^ oi^  a«pfeelatl«»i flows 
hat • mmlmw of v«3ry praetloti iiii^leatloiit* I t I t vtty «lottlT aiid d lmt ly 
««io«l«tf<» with a«¥«9»l tyi»«tt of t3itfri«i*ta doelsion* that tra vital to tht vaty 
axla^ea of « iMatnota* iooh <laelfiona talata toi^ 
<|) &»ta«B$iiat|on and 4|ftttbatlon of }> fo f t^ 
( I I ) i»attiatlfiat|ofi ef liK^no-tax liability, 
( I I I ) <9aiQ>a»l«m of ttia taiatlva aoonoai^  ^f «afvl«««« 
(19) l7«l«tatlofi foi^^atioua fntyjioaaai 
(v) gatai>lla}ilf»g psieaa of fiMiOta an^  tttvltott 
(v i ) ^alyala of Invoalnafkt aaeusrltlaa, 
ihtla mm^iif^ hialiiaaa pffoflta cooa allowmoo baa to aaia for 
tlia capital eenmm^ If) tht pioeaaa of taxfilft^ pxefltt* f tm tlia aeeouiitlfig 
vlaw point dapitolatlon allo^ ivonoa la m Inaaoipil^lo olaaNtfit In tm eonoapt 
of tuainaaa pxoflta antf la a naeaaaaty onaxtta tliat miat tm antaxotf fcofoca tliafo 
«afi ba aald to bt a taxabla pxofit* *»11ia ^ s t of tbt aaaot la a ptapaKI 
aiipanaa to l>t apportlonad ovav tha Ufa of tha a«aat In fOMt fritiii«tlo 
aamtt an(f»thatofo>o0 tfapmlatlon la aiaply a pxoeota of alloeatloii not a 
valitatlon«»^ 
ummhrm- h mm mtPM, 
tha txiM nat)i«« of tfai^vatUtlon tiK l^tafd a lot of dlaeaaaUm In 
tha paat ova? tha qi(aatlon» i^tfiair ot not di^toolatlon oonatltetaa a aoiitet 
of IWTDQ? oapvaoiatton la oonaldatad to IM a loiiita of Hmda at daptaolatlon 
ai^ afiaa la toeludad In tha ptlfia of «ooda md taivlcaa of i ooapany* 7tiiia» 
I* lt» Ghoatoal, •tha C.A. lifia, I96t» p* 907 'Soaia rtaah Thau^ hta on 
0ap««elatlof)% 
S* lhU» p* 907. 
ill tl^ ipw of dt^tteUttofi « «enp«iy Mil* i t « fl»<id « t t » t « i>l««#i4Mtl 
iiM«h jrvtulit In « i Ineivait of f ^ * * t}t«ttby «tn»tit|ii9 a ioiite* of 
Oil till eofttvaty ttit»« dtt i ««dti i lel««» nDw tsatftiatii tliat 
s^pwtUtm i t m% tt»lotly i|>*«ltlii9» • touff* of Itendt* * l t t » mly • 
•IpttiftI aiwiiit th«% i » tlpliofiftf out ^ tfttMi of irsKranuot tttolvod i f 
m mspmf. m m * wagtt and othfr payitfita to outftl4«f«i iioiMNrtr* 
<t(q»»teiattoii ehaxgat at* In tffoet paid to tlia C!<ins»tfAy i t i « l f » attttiiiio 
aoMtthifif xiwaSiit aftar ttaa G»tl«ti» isoiiaitMnnta hatrt l»otfi ^iaiitiaisad* 
Sinea ^laoiatlon ohasgat « «t ttitablo mmnU of Mftayt tliay «o(iftlluto 
« fsaloif body of Amda that tha siana i^Miiit oati muk wi'di* flutt i t It 
eltar that iN^soo&ailon allowanoaa mik* a fsomoa of tht itvaia 
thaf ffaaly wallabU fo» l^a d»fl«td « t t hy m© laanagaoaiit of • ioaratiy* 
nmtd imm thl«) jpolfit« tha depyt^iattofi polley I t a vital ama t f ffftafltiai 
i}t€latonii« 
Uta pylaiaxy ifttnotlOD of <S^ta«latlon i » to porloiteally t t f l t t t 
oofiaytt^ tlon of aaatt aeavUat* t t alto pfovldat a aaant twhaioby a eetiptny 
nay taoovax tax fsaa tha aioii«f I t liat lnva*tad tn ^apstoli^lo ttitie* *tliaat 
toaovayad iyndt axa rasoiy Msoimilatad Iti a into to l^acamaat »«ti»wit| 
ratiiar tlwy tra uaod lo^ Mhat«va» puxpoaa a eotptRy eliootatf IftoluaitHf ^ 
INitchisa of cuan«ntly noaditrf ataata** '^ 
!M|»i«elatloii I t ont of tha t!«o aounett of ifitaimal ftnanelna* 
Thit oQsponant of eospoir«ita tstfing pttya an lapoftjUt lola In empm/f fUitnoo. 
Ompmiw do not dlatvll^tt wbola of tba net tnooM oaifitd l»y ttitH In «iy 
e 
glvtn y«a7» Glanci]i>allyt a |»oirtSi^  of thIt not Incoiit fftnalnt undlttylliutttf 
Mnh It taittoiS ot nat eovpoyatt taking* nban dapvatlatlon aoexyalt ato 
I , l»mait lf««9llcari*£iatntlau of Hnaneial Min89«itnt*Ch«Ht 
9* fltbart ifitdtay « Atnoltf Analytltal Afvpaoaeh tt Flfi«itla| 
XaRagie«nt« pa»t tXIt i€8* 
3* l^Uatln 33« ftlituafyit$«e« *11m» Many Sidtt of Dtpft6latlofi»pp«|»a 
(Banovor» II.H*DartMitith Otilegt)* 
to tt» Hi %mm It ttnwd «etpotat« •avtndt*^ Sii 
«oia|»aiil«»ft ^ 4«pv««tition eonponttit of §mu ttvirid i t tttutlty 
Mieli gt*auv ih«i th« ttfttoti) inttm* tht irettoti fo» ^ i t I t tliai 
tftpmtattofi •eesutlt natft tvtty and thttt att eharaoitvltid 
bf tmMyik*hU tta|»iilt}r# nfhtttai thtt la not ^ «at# i d ^ jrotatfiitf 
e«ml»$ttt Mot only thlt» tht c)apt«eittien t t f t « t nay «I«o oi^ hlfeit avan 
ill t i tN bataufS of tha tiioxaiout of deptooiablt flxatf i t t t f t 
mmA Iqf lai f* e«m»enlat» 
Sut I t liat baan oonaidaivd at axtta«*Sir nltlaftflug ^tUm 
i«itlfi0 of ^aiiiteiatlOii hf Imtltioaa at a Mant of iavlngt to 
x^iaoo ptiRt mi t^l|»«fit» Under aeoiifal accotmtliiSi tf^faolattofi I t 
not a pteottt mt s atanf of eaptuHng fOplactMtit pHoot fioai 
e»s«MMira«^ A aisllar ti^xoeslofv Itao hem Masie Isi^  Ha^ t *tt I t a «xott 
• m y to aataia that It to & pmit of tho lUfietiofi of tsts6mmtUi$ to tnwsxo 
hf d i^areat Off ^Htcxrnimt the ta^m m thft im f^tftliMnt that 
hat boon mwA^  In tha ontlty**^ Oo tha oontirai^  tttfr* ato othovs miw tay 
that @oo4 aeeountlng poXley mmn to iSictato that tha {sttsftosa of tha 
dapmlatlon enavgtf aft«z> ally la to tooevoT-tha aeiioy paid turn attof 
iltaady eouatattatf. 
I t I t cofitandod that tha outlook of aecouiitlii|[ mosdt I t tha 
f>att* *Dapmlatloii ohatgat t«f«ir to an amtai^ ltuiso «hl«h hat ttkan {>laeo 
and 9ix* Btxtly a tpoelal »athad of writlfig hlatovy**^ At ^salntt tho 
outlook of aeooimtliif} iteoadt tt» pzohlfK of coplaeineiit^ y&Ath I t not 
ttio i»ttspoao of d^xeolatloftt awtiulto m ovt^ool; to ^ f^tuso* Ttii 
accountant^ 't ut» of dtpx«elatlon»M7aly a aMithod of soootdina • «ot1>-
U taylort »*B« ftntftolal Polleloa of Butlaaaa ^taxpHao* op*olt* 
Ihldf p* <73 
S* IbAdon, tha Bolt of Di|)X«oiatlon» «^oit* pm 973 
4« IWktf p« 373* 
Amh 
MfituMt ifett m h & t ^ ^ 0l«te« t0 • i>ttt «}tpt»^l«it« <iMcii is W3t md 
dent with em mmrnrn lim »ctloii«l ef a mm ilaeltttn MI 
ei^ttat Invctteiiit* 
iSsrmmmUn ^ ^ ^m iii09«itieii» to ttetUli ^ notion 
4«pttetfttloii liit mytlilng tt th with ttplaetMiit* Fioii • i f » l f «tt |i«lfit 
« f ir|«w m tImU net wint on* c^ i f t t fto* to yotn Ratlio» 
want I t ^antfdt «• our itMlifOfiet obafifto* mm m pte^i^UHtf piliit 
• t vtiWft « • wint oitjr « iplt«t lipi^ ovotf not yapltoid* 
/ipact Ikon pmft§im§ mi^ •• t(iK«a# dobtt i N iafisoola^on 
4tteiiaiod ^xo fcuilnatt aivii^a aio iiatfo « » » oi^tfition md dovolopMnt* 
IhSt I t In fiot «ii ai^ f0|>tlGtl0ii of autpltta* Hi* VOIIHMI of tlit tet^inott 
t«rt»9» Klit^ In i MOto ttia anvSn^ f ^^iiid* upm MirMmd 
^ l l ey m^ • of othtir latt»»t« Ilia ganoatt « f tlioao aavlnt^ a ato 
•iplalnai tn ^ follonilng parngraplti. 
mm mMmm mmp 
St la otwioua that tha foiatlm bataoan ptoflt and Iwalnaaa ia^lng 
la a vaiy tlota ont« t>xeflt la tha aouvea of liuaittaaa aavln^i Inrfaai I t 
la tha aamoo of wmb of pataonal aavring alaa» I t la tha aoat emdaeental 
hut mt m only datMnlnant of tealnoaa aaving* Othat faetota datomlnlad 
tha aavlAfa of cotpotatlona aio In aany vo^oeta diatlnet fina thaaa 
tfataiialnlno ^ mrtm^ •t unlneotporatad antaitipttaaa, mm «Aka»o ttm 
•MO faetota ai* caawon to both* o«9«» not Ineaiiat hmaliiaaa oittloolr» oto» 
tha tnr faetof a oparato la again diatlaot* 
In Hia oaao of unlncotpotatotf mUtpHm^ pmHU mim»§ tmtmpUm 
aaiyandltii»» ataul a*yln9«* got In tiio oaaa of oaapoaratlaiii aanrlnt la 
1« aaoi9« Katonai ^ayohologlcal Anaiyaia of Eaorta»le Bohgineiir» 
Um»m ftlUf ia«r toilt I 
inlltiMiiti ly em»m%lm ttqoliiawntft mlf mA that 
liiifift«ttf« t ^ mt po l l t 0f » c«spotiitten i t tnitwMB 
aivtitndt md t«t»fv»t» vhteti t f t tidfhing hit aeetMtltttd tgvingt* I t i t 
tftmt* (diviitiiat) t » vMeli Hit tnliuffiet « f c^tHMptltn fwiiti»iMiit« 
ceoy im HM 4itbiiiKi«M(it i tMlf I * » « ) • ceeoxaing to nm 
0(ian«t«i i^ l l^ t imatfing «ii tiM ^ t| i « « i t » f 4i«ttltiition 
fitifitlofi* TDlf piili^ i « gc^xiiitf Hf • Of ftet«9i wNI^ 
ftouiM tio diittnet «yi»tt of fof««t« llMitt tlit 
« f tl}» {»g«te»x« for tfltttl^tlon mi tim ii«it$MMiit*t 
pmsuxt fotfffitlOR* Sn t1i|» eonttxt eotisoirat* fSniiiolal poHef U 
• ffoMilt « f ^ ^aliiielii9 of ttwio twa Idvett*^ 
Afftot hwHm ioir tftit»tl«i f f w piofit* l»tlOtt tixot* 
not pieflt is i^ailiblo fe» <ll¥ldiin(l ^Itttifcttfioik* m dtt«0iiiilii« Hit 
^ktiOmid •o^on* llio hat to tmmt In uliid ^a t ^ eayiittt I t »ot 
Iqpalfttf* $tib|««t to tiilt» iipptv lUiitt ^ Betxd of 0 i f «e^tt iltit<lo 
^ tito mA tw of 4t^riilto«}. DIvltftiMtt nty bt dlttfitutotf In tlit fOfii 
of IxKMit thtMt or in tttn* Xo tht Itttot ettt* tbt »«ia9aMfit »tif Mrtt 
tho t i i t of dlvitfandt Isf Itying t^phatlt vpm tm ttal^lllty of nm 
mlmim of dlirl<!tR<lt St aay M«ko dlvldtndt eoipttltlvt witli otNir unltt 
mA p9nAt tilt voliM of <llvi4tndt to fellow otintiigi. OR ttio ottioir hmAf 
MMtlMt tho ii«nag«itot m»y H tt()tiitid t t f lxtt tfoeldt- )itw itielk I t to 
isw fottlfioa lAftoatf of «loel4lA9 <!|vl4tfidt. tmh t ^oolilon bo lOfoti 
by ^ piottlfio noodt fev Il<|iili«tlfi9 tbo 4tbt totfiim»tlOfi Mtf tht 
oooi iiy ofi»t«ttlfi9 an inatltqutto ^anaotlatltii tSlootntt fo«lifV0ttiA9 
•akiilfist* sot tht AMAmA aotlon of t Beaxtf I t Mttly 9iii^t4 br ^ 
W f t i n Oolmotiky« con>o»tto immm Rtttntloii Ittt^U^ (ittiontl 
Bmoti of BoooeKlo HttoaMht fliiaRtltl fittttvOh Pt»9»m Stodlot tii 
aotiiiott n««iieiii9» Sow lom m i ) * pp. a a ^ 
Iblda PP 
noliMt te paid* t i l t 8»txd f i » t t f tn4«»t tti* mmi f » t i«iy 
ehae^t in ^ t l i * o f dtvidind* ti tea* a ^ u t M i t b t i i i iv l t t i l i l « i 
4lt9ft* i t I t contl4titd« SA ^ t t i i t t f t t t o f tflvlittudtf 
9«iitr«lly litf^tgtiitfit I t HfMlnttN hf I n t f t i t mA soAttsvitttM » tid»t* 
t a f i i l t l «9t In t h t dlvldtndi duaHlng 3.«in y « t f s feteentt • m * U f h t 
I»i6fltt cfitr tm p»0irldt tht INIM Uw 496Uim ^^ «tiingt ifitf t x ^ i 
» f a dltfl<3tiid «etl9n m i Wtm a e i u t l ^Ittltloo a t an miiseiit o f i h t | a s 9 t t 
PmY ^ v a t i o ^ ^ nttd f^jr oaah fiowp i h a v t l i o l ^ t t p t t ^ t i i i f t t 
m6 ^ i p t f d of adUttttMit lAiloti I t • t t a b l l l a l f i g f a t t t * In dlvltftedt* 
All Imponmt tHidy John ilniiat^liito ^ •MttHlatitlofi of I n e ^ o f 
ooiporatiofit m m 9 dlvitftfiilti xttalnad t a t n l f i i t m a t a » t t % t o v t a l t t h a t 
ooBpjiiltt idliow d o f m i t a p t l l e y a t «o ^ t a t g a t v^atlo o f dlvldtiidit t a 
t u s f t f i t aaittlftijt* Qmsp!ml9* Am l i a ^ flaxifelo Iwt wall dtf lnad atafidafdt 
o f a d ^ t a t l o n i faai i l t t i i t lyt ^ talatloftMilp batwaan avlatlno U v U m v i 
t a t a and tasgat pay out waa found to fea a M c h «ota oanarally a l f n l f l o m t 
4fid atsongat «0Aal4a»atlaA In dlvldand datamlnatlon* tii ethar moada, 
t h a i t «rat a attong taadaney to r t l a a dlvldandt dai^lta vaduetloii o f i^xofltty 
8t long oa tha t«taal pay out r a t i o waa a t l l l ahett of tax^tt r a t i o and* 
thattfofOf t)>a dtvldanda did nat f u l l y x a f i o e t any atiatp Imt taaysotafy 
tiMrlnga In p x o f l t a . 
In a parlod o f t i a l n s p t o f l t « » a coi^p^iy't naadt l l i p i d a t a a t t 
feacoMa w»tt pxoaalnOft dua «ainlY to p v o f l t a b l o op|)ortiynltl*a f o r xo* 
IfivaatiMnt o » aitpantlon. Thla M I I I alaa lit tha tS»a nhan tlia atafelo pay 
out polloy Hill 0ana»ata a |ax«e» VOIUM of aatnlngt a f t a y paying divldtndt. 
t lMt a cottvca of f l f l«ieo ipt lnsa tip alaaat apant^iaooaly diitlno a ptHod 
1 . i l n t a r •DlattHattlan of fneatw o f Oatpotatlona wmm t^lvldandat 
fiataliiad tamlngat and Ttxaa*. Tt»a AMvloan B^motdt llfvlaw* 
P ^ r a and Pteooadlngai May p , 97» 
« t «t*tii8 V*9tit$ « • tilt SiHyttM «9ai|»tratli«ty tldwly mA 
xvtatfitit ••ifiKHi« 6ttiil> thefply* t » f « t Hit mIi* OI 
f m « t • f f « « t iMt «»spo»«tt •nrifiss H^ratifli t l i t l » ia^aet m tht volowi 
ot m t •«tAS{i9tt wiiti^ In tttin dtttiMtlfi* flit tts* dlvUMii^* 
ittiAtloii of •atningt I t m ln^irttitt ^ti>px9duet • i t l t i l v t l y t i ^ l t 
Piymit tttto* 
Hit p m f l t t of »9»um0immt ef tattitfiQt iiktt tut <}|ttlfitt 
Itait* Ifit imt It that of «i|»lf«llilns »ttt»rtt tnil faindi and ^ Ittut 
of tofiut thtxtt. A etmmsf tlthtt Itiiit tto^ at ind 
Hftttttfy ov It sty ptrledfetlly «9{>lt«lttt tht f t t t t^t ta^ a^oiitlttti 
ilmd$» Bmtm^ln » <soiy>aiiy tvta without eiq^ittltsing tttootett and A«idt 
tttlllitt ^ t t f wlilett iiM^lttly iBt«Rt plouQi^ feaek of prtf|tt# 
illi^ ^trMtt ftdtiet tilt mmmt of ttttsv«t •«<} rttaln tlit ftmtft iilil«h 
htvti ofKafiflttv hmt <llattltii»ttd «t «»th 4lvl<lifitft« Qyii«» Hit tteen^ 
iMtlwdf i*t* xtttntSofi of f»x«fltt without iftteyt to tapltalltttiOB « f 
piofltti at»lfivttttint talitt pinto wlthtitt any eo»»t^MiKllflg Inettai* In 
tho iMORt of p§i4>49> oapitoi* fhit htip Inofottt oamlngt ptr (Niatt* 
Iht vtotcvta tto. of t coav»«ny «ty ht uttd totoxntl fNtifiOtttii Hit 
tlaw iat •immi In taxation |»oialtt Itt ciMittiRt utt itjr any fMKjpottf 
of fiootto ditt »al<i to ll<;fiiiaity fttMlt. Slallarly, <St|»to» 
tittlori MttBvti too ptatlcvlanyt in • poylod of a$pwt»$im Itovo 
|«I90 tuipltit lit tha biialntta to l>o iiattf fov tho <lo«lto<f «tit« tt tho 
dtoxoatlng pHctt nakt saplaetMnt oatlov vAillo dtpxtelttlon «hat«t« 
iraaaln oonttant*^ 
I* Sflvaotava 8*S*i eitant of Auto^flnanelng Sm Kalof Xn«itt>iot. 
tho Indian Joutntl of i^Mioatlet* « « tobt» , l^ iP»IM* 
111* ^ MttOfi « f •ttfiliiQt hai glirMi t im 
d|ir»ifffkt vtfwt by MOiWiiUti tN IsutlMiaMii. Mudi that liet l>t«fi 
mU to ^ fott-'ffiiiit th* •fttl»tltt»ii ^tvwMt mA 
th* fhtrttodKlttVita^ i{«n6«» tlw »iifia9«Mntt with «hi»i tli» 4ti«ff«tt4Mly 
•ttit contytt HI* ultHist* good of th* eiia^tity* fittantton of o^ ins* 
t* on* of tilt najojr *OMte*t fot mt liiv*«tB*Rl in f|x«di «*t*tt« MotUy 
l ^ f i l * fttnliiMt tn « fcutiAft»t with * ¥t*» to oxptfidUig hutliMtti 
miitm <l*Htf oqutllt* <l|vl<l«fMlt rni^ iftth*t«itf dtpMttSofi *Rd oslnttlfi 
n*g**» In irtt«|filii§ oatnlndtp • mip&Kf «aiiag«ioAi oontli}*3r« th* i}**d 
mA oi)f)*tlo»f wmmt fot «ii|>«n*loi5* Ht^n tl^o to •** i f th* 
f lM tm ftaeliotf It* oiptfmm flAflftolng «x|>ifi*ton thsough xoti^ttoa 
h*lp* pi»t*otlii9 «i(t«ttfi9 nmiaooflitt ootittol. I t dvoldt 
«ott«» ii*g9tt«llenft mA th* n**^ to anle* «p*olfle ooMitMnt* ^ttAlitliiQ 
to th* ttt* of Mhtoh at* *iit«tl«<l In §nUmnt flnaiielag 
mA 4*ibt aviAgMiontt I f * oonipany em oonyanlontly ntfi*?* ihit eoiito«i^l*t«4 
fifitfic** fxwi wtthliii I t would «vold «ut*ldt A 
hlQh pjEoflttblllty «rid * aisnagoiuiit whioh fi*»*|*t* on o*i*ylf)9 on oi^ifitloA 
pfog»«Mi I* •••ily tMpt*d to <**o»t to liit*iiiiii th* Mhm^ 
holdov* toe p«*f*» It* 
But th* financing of 03Q>ifttl0(i Ihiouoh t*t*ntlOA I* §«fi*x*lly 
e»ltlels*d i * th* wl«d«it of th* «itpan*iofi «eh«iM I* oitolutlvoly d*old*tf 
^ by th* iiiBagoiwnt i N i t *toa|>*» tht t*«t of th* ^ai* •i*yk*t andf 
^M fo t * * It* Moith muf h* of doubtftil validity* Th* |ti*tlfl«*tloii and 
th* «rt*Bt of »*»l«vt*tMnt of twrnlngo d«p«nd on i t* yl«id coi^«tabl* 
to th* In *lt*xii«tlv* liiv**lMi>t oppottuoltl** « d th* »*colfi*l 
I* Sttif «r«y«Rt S* •Goipont* F|fi«»«** th* C.A. jaly WT^ p. |t. 
- ( 3 6 ) -
c««t #f fttttfft m tbiiw »««l»ir«tlatii«t l»tlfi9 «<iiiiai t » tOMt |»s**«l«t«nilfit« 
•liiSiiM* 
f!t«tftiiint say tlio Induct th* »«ia9«Mnt 9t « eoa^iiiy 
gttalii • f»fyti«fi of psoflft. It lovolvti • *tll thowsriit mt ^lait. 
fht t«t«ntt«m ef ••mSogt In tht lortg-nm rniy pievtdtt ${fedttelty» • 
tItiiH* mmmt of adtfittofiil ««i»it0l mliS^ h ttty bt u M d fh i* puxpott* 
«tadiitl tttlx«iB«»t of pffior ote|igitto»t fttw oiifiliigs mii^  is» m U t i ^ t f 
l>etiil«M lev if m «ts«tt «>tt»i th«i|« «b|tt»it«iit 
«i«fi «ubit8ntl0Uv mn m$ t* m eti^ltti •tstteiut* ani} 
|fiaMa«lti8 ««f®ty fer etdlnarir ihittlJoWMfs^ 'Hit i^xoftis ©f tvmm^ « i 
•qplty I t iittd not lov feat te Incstftt fmiiietal ftivtistli* 
AMoyntf •houlit iftettat* at tha pziifvftlon aaei&r ta^tiyltiat 
III tha egpttil ifmetBs* tnesraataa**^ rtofltt a»« alaa tatatnatf fot 
aqutltfing 4lvliiMs whleb fapltat Iht fallacy of •ftuatlns tim aqiilty 
««plt«l to iht paaltltm of pfaf*x«R«a capital* Ilia |>l«ii9had l»ael( px«f|tt 
alieuld alwaya xaprvaintaii 11^14 aaaata as that thaaa ai« x-aidlly 
arail^la far aquallxlf)? dlvMinda in tha la»i yaai«, SiMllarlyt If ^ 
fa»lnivtatatf pxoflta ata kvpt In aaaily t*all««bla ll<|ttld aaaatif thast 
«an a t m thaly pux^aa of withatandlns daf^vasalon or i»al»tttlti9 wasaa 
ilk • pavlod of falllR9 p»lcaa» wall* 
tl0 fvaatieo of auto»f|n«ne|n9 «idi ptilelaa jp«ir«ftlnlri9 to It 
hava « 8>*at aay In tlia fataiilatlon of a eeiiqp«(iy*a eapltal ai^andltiava 
tea^at* Itila If fvldant f y m tha •ignlflomt lolo ^ a t vatalnatf oattilfigt 
I . Qtt^an Mugalt* *Corpor«ta riaanaia Polity* t Ch«ptat 
plgf • vital mutf ot cipitil fundt* mm a mmwrnM^ 
tlilfikt ilitt « iuNtsiitlal f^Ufln^mnt of •a»ilii§« mf pmm t© W « 
ii0x« f>n»f£ttbl« pxopotitlon ttian « » iit>«ly 4ltt9tl»tt I t at 
i t f t 9tA*v«lly with • tltitatiffii wftmx^  I t has «ot to tttolvo tha 
€Oiifll«i bttHwiR tatimtlon and vjcowth va»au« i^ay»«At of ««ctiiitfii «aih 
ilvidantfAt In svaolvlag thia eonfllet batnaan how to tttalfk aii^  
i^ai poitlofi o l oat pvollta to ^ tflattlfautad* «aYtali$ {lulftai tmf fcaiB 
Hia eoat of oapltal v«ta ^lovldot tha f lytt gulcia* A oe«paiiyt 
iillowlhS tha ea¥>ltftl fatl^ln^ plm fal0«lkUy» jratelna aaxtiln^t (upto 
tha li ldt of itoele^holdari £al»«lii^) «a I089 « « thay eati ba invaatad at 
a xattiin liliitiat than tha flkaiU ooat of ea|>it«t« t t oaflila^t 
t)i«t tm not Iba Invaatad intoxnally to ciosa thit coat of oaj^ltal tata* 
Anoint 9iM9 la to ba In tha thaoyy tihloh ttaata diirt^alid paynafitt 
bf a e«aipaiiy m tba natuxo of Intoftit InooiMt* t f a eoi|»afiy*t filoiigih^baek 
polley ftiloata thia tMoxy than ^atalfiad aacfilinga ajei »othto{| iut a 
hl^lily ipalillla vaaMual laft afttar paying ataliia I^vIiJaiKla oot « f 
fliiotiiatlfig aatnlfi9a. thlxd md flnai ^Ido takat a Iafi9 xtift vlaw 
of an avarasra ainlaiii memt of tatontlon that mmM »»ta a 
otalw on aamlnga ovtt an lotagtal hiainats oyola, fh# via* la l>aia4 
on ttia notion that a eavtaln fjoxaanta^a of aamlnga lAmU ba halil 
bafik foy contlnflonelaa and tor gmtUh 
mST9F QmrAln ffltH RPFSflfflCB TO WR 
Bi>THyfgHI{MT Qf BAffllWSSi 
Pxoftta that at« ploufhad Nek into tha etnptny «lao antall 
iOM ooat. B«t l i t tU do pooplo Nliava that It 1$ ao» ^ wion« notion 
1. Kiiehhal® S.C., •Coat of Capitm and Oo»porat« Capital St»uctujfO*» 
Tha Indl^ Journal of Coofforea* Confaxanea Daoanboy* I967» 
f . % 
t« ptwattnt iliat Mtttittoii ••miAg* It a eott fi«t touve* «f l ^ t 
i« tilt e m p m f It m tntlty tt|>tMtt twm tit ^tvtfwldttt* IHt eo«t 
«f ft^lfiwittMnt ttmfnft to tht tiiatthtldtft it ftimd tt «ppeftiifit«y 
ettli "ilileti It tht tatt of 9«t»ifi that ^ t y tin ol^tn tsy tnvattlmfi 
^ afltr tes dtvldanda In attamatiira o^vliAttlaa ol tqual i|u«lltir»*^  
in o«l(»latlii9 ^  ceat^ Ikat U m ^ t m w m «ha nattf for 
aaSttttlii^  «lta iiaiM oapltalUatioii f««t tor ghaithoi^ta t«» Iti^lllty. 
Hiia la ta^ aaail to ^  lollowlftg foMftilai 
( i * ^t) 0 
i% - P 
aiwsa* ?l « iai9lf»«l IHOMM taxf Te * capital falfia tani dlvldatidt 
m a p * mt0nt pH** of a iih«fa« Qlvait tha nta of aafolnal Ineona 
tan mii Oi|»ltal gaifia %m§ tha laqiilfad rata of latiiifi for a aharahoHat 
oin ba calaala^f tHat would laava aa m m m t atpal to nat diifl<iand aftf» 
tan m liilcD «Dtlld am^lt Mm U H •• «all off aa ha woiil^  h§ tmtfav 
tha tifhta oflatlfig* Hiia lavaala that tha coat of lotalnad amminga 
la a ftiietlaii of |»ataaiial UIOOM tax »ataa of tlia ahax«iial4ara of a 
fink 
Tha afcovo foflMla la baaad on 4ifo eoittlila»atlon of tha paraonat 
Ineosa tax liability of a ^ azaholdat* teiM imthorltlaa a* not autoattllM 
to It intf thoy »tlntaln that atnea ttw «oat of tottlnttf oamlnoa It tha 
0f>p0atiinlty teat to tha coapany m d not to tha aha»ahoMa»tf tha ooat of 
yatatetd aamlngt la tha awa at tha aiaakat xata of capltallxatlon fat 
tha aqulty ahaaat* 
Tha thxaa Iwoad appctaehaa of |»la<tgh hwtk palloita tafanrad to 
•atilat »«y ha aadlflad hf tha coat of aapltal thimitfh tha afftota that 
I, Kuehtialt ^Qaat of C«»lttti and CO>t>orata Capital strntiua*, Tka 
Indlm Journal of Cnmmtft Oonfaranea Ktja^ ar* &ae»if67, 
p. T, 
i&aek ipolley iitt upon tht ttisit«t |)»i«« « f eonpiAUt «haiNi« 
Ih® «ost « f eii^lt«l of 9 tmpttnf I t Illi«ly to go Moh at • vtiult of 
llvi 4tpf»ttlii8 clfiiet of th* mttitlon of tasninst oa th* |>t|et of «ht 
tHaftt* I t I t alio fvttftnt fxeti ttit faot that in tht ion^^mm, on Hit 
tfvtrtgo* tht tiaixiHtt aai^at fiat iubttatitliltir ^li«euiita<l ttia vtlot 
•r fOtalnttf taiii|ji9t» m« m»Y eonettvo of an epUmm iratlo of fttatnt^ 
•axfiliiSi f j ^ tht vimi point of tho tffoet #f »*tifitto» i^on naittt 
pritt md ^ t t of tif»lttl* PtytfHI tl^ tamtiift out In dIvitftNit «}f»iottt 
topovtfi^ oppov^ltltt fot Ifitomal InvottBtnt* no plan fot gioivth 
and Inadtqattt eonttngancy ttttxvat*^ Poatlblllty of apaciilstlirt 9tin 
ai^tt liaek of ptofitt ^ I t t p«ofit«b|* fo» mlatlvtly ntw and 
Walltir ooi^aiiltt* U«9t i»iipin|«t dlffUatd ounti^ thlp p«y Ithtral 
dlvldtndi at thty tand to asttint aooltl vatpontlblllty for dtvldindt* 
^ h eotipanlai ast not antlttly daptndant on High tatalntd taxelnft fo? 
oaowth at thay aia eapabit of hitvlnti taty aeetat to ei^ltal aiafktti* 
IhoiH^p ^ Botid of Dltaeto»t poaattt an abtolutt powav In 
dtoldlng a dlvldtnd actloni thty «an not oonplotaly dl^rtoaid tht wl i^t 
of MtSoylty of ihajMholdtrt to thia tatptet* Qtntvally ahattholdttt 
pttftr htfrln« ttaUo dtvtdandtf totattng aisfflolant tttvtin fov vtttntlon 
during tht ptrtod of rltlng pxofttt* But thty alao dttl ft to thart a 
part In tht Intraatid pioflta. Ihe nantgaMtnt Itatlf It aurart of tht 
valut of a ptit ttabit divldand iteoid In floating n*« aharat* tharafoyo* 
In a eenpany that la growing faat, tht ghartheldtrt art apt to bring 
prtaaHrt on aiiRagtiMBt to dlttrlbntt latgar portion of pwfltty no •atttr« 
I* JTotl Dtan, •eiipltal i«N)gtt|ng% 
h6mm0f* ttsoftg pttfAxiACf of th» ntfiasiiMnt for sottinlns ••antlnett* 
lb* pmiux* m mrnm f^MH^ ditttil«it|oit to t sioat mitmt 
m fht mm^w and ftninei^ ttatu* of ilifttoitftliltyi. 
Ulillt ^ttt409rln9 tbt d t ^ t a l of oai»klfi9» tM bttio f««% that 
»«io0iii«it Mitt i«k9 Sfito •eeemit ft« to tio tux* that ttoilootf ••xolnd* 
tff* oifttliMt iStfttillitttioR m^ thftt tlitit p«yii«nt wilt mt iMpalv 
tho pittd»ifi oiplt*! of nm ttm* tn tftotiting this qittttUon tfliootota 
ij^t to mtmi»§ eaya^lltr tim togal o^tett lnvol¥«<{ tn It* 
Q«iit»atlir otHtio zovttiotiofif |»l«e«d npon t!it puymmt of 
% tbt that tm/^ vKf ftffoltt* t t i t eM«tly» fo« 
ttio imtipoM of i»tottetsit0 ototfitot* ogctntt ^ t itfa{>lttlo«i of th* ioimltio 
of tmpmt ooMta ^bt eofitrltiotod lay tbatoholctoro* |ti« ohstohol^tt 
of a ecupany onloy tlio prlviltot of llaitod liafelttty fht doMo of ttio 
K«»«o» tho nteoitofy pteeootlon hat to im tiMm ana tho law 
tidtoa tha xaaaonaHa poaltton that liiatyttett^ of ooipoiata ataota hf 
tha divKNmd sotitt Moat im Itnttad ao ^at oospovato tlol»t eapaetty 
witl ba pfoaoivad*^ Slaillatlyi tuoaa taatxlotifma »tio jpsotaet tha 
Intoxoata of ptafaMnea <iibai«Holdaya of a eoaijpany* tHa vavtoua psoiriaiofit 
of Im xoatftetlmr o» govaining tflvldani dtatillxitlOR nay alao ba tosMd 
at feaatfl mAmu In Qbttad Stataf* thaoo dtffotant batle tititt at* 
adtoptort by vatloya atatittaa and eoaawn Igiva*^ Tliaaa lutaa* though teuiid 
qotta dlffatant twm atch otbav* hava aaieh in t m m aod aMMy not dif fat 
fMii oa«h othfft in a algntfteint •anna*. Itiaao ntlaa ayat ( i ) tba auii^ ltta 
k» BaiMandf ^fporata Pinanolal iiaiiagmNHitt p» isi 
Ibld» 984. 
Amh 
«itl*» wtil^ f*«t»lcta <livtilifia fityiiifitt to tht of avalliA)!* 
tittplu* eitlyi ( i t ) Hi* capital lipaisiMiit «iilt nht^t pt«vttfas tliat m 
a«y fet paid Ufitatt tlit vatvff ef ^ aittts aftat tha ^ifMfiti 
•xeaada tha t^ai ««!f»lt«l aa i»»lt aa llsUttttaa. In otlttr m 
Dt rai<t i t ^ ei^ttal liaa btan li^atfad I f tht paywaiit 
will enfia it and laatly* ^ inaolvamsy lul* tdticfi p ievtM tiiat divitJanda 
«i«y not ba i f tba mopmf ia ina<»tvant ttia s>«]fiiafit wItt «atiit 
tt io bf 10, that i^ «taat« an axeaaa of lt«l»ilttl«a m%t aasata. It is 
ao daelatation of « «aah dtvtdaiid ovaataa m ianadiate «l>llgatiefi 
on tm mpmf to 
Xn India* tlia Statotoxy pmvlMUm* of t}ta lait uipstaily 
tliatf no 4tvtdafMl mef ba 4a«l«»ad OJT paid mtm t^ out « f tha ptoflta of a 
eovpany ot out of Hindi piovidad §09 tlM i^ itxpoaa hf tm eanti^ Stata 
flOVWtlWWttt* (SootlGNR lha pmHt* aiay alao iw enpttai ofiag ulilcfe 
»ay h9 uatd for paying divldanda Miljact to tha pxovlalofta « f a «oi4»any*« 
•ttiotaa and ptovidad thaaa a»a not t»anif«f9«d hy Hia dimtoM to a 
eipital xaaaxva* Sliiita»ly» pxaniuBa xaaliaad on thi iacua of ah«fta* 
«^ieh i t a iipltal pxofit* pxofita l^^nalanwd to a oapitaS 9«dai«>tioii 
»aaa«vt aeeount on tha «tpay»ant of stdttiiiAtlt pitfatanet ahant ei^itat 
«aB not in any eatt ht uaad for da«lairing a eaah divi^aod, though thttt 
m&f ha otad iaauing homii ahactt* 
« Iht atoava Mntienad pteviaiona of Indian 9mpmU* Aet with t t i ^ t 
cu<cL- -
to tha <tiat»ihitti«n of 4iiridanda eonfoxft t» «iit€oiit«|n tlMMntt of tht 
ittfplua tula md tha oapital iapaifwtnt tiilt ea «aa iMntionad i^ avyt* Aa a 
Matt** of fact thtaa two httie ?ulaa govtxning divtdtnd diattttutioii att 
aaieh tha a«a* Tha proviaion that ttividanda «ay ha paid out of p3«>fita ia 
a patt of aitxplua tit2a« But an axcaptlon hit htan ptovldad tt thia futa* 
Mvl4ifitfs iiay I f tti* Aindt tiy tlit 
Qavmmt tow iMt inifpttt* Hit* vltttt«ily Mint tbat •van In tlw 
al>Mn«« <if dittarltett«n mi lilvldinat weaU im t«9tlly » « } t I f 
funds mm m pxenrtdtd* 
Hw Ift^i«fi Act I996t alao pvwmU paysant any 
iSlvl<!aml out capital i* I t wraltf taaofi tha pa^ awnt of illvidtnd m% of 
tha aatatt ee^tyad with tha lialp of paitMip eapttaS of tlia 
nia taaion ^ Im piaMblta ^ paynant of I^vtdatMii citt of ii^ttiS ava 
etavloiia* tin etpttal psovtdad hf tha alisyoltoi^ ayt of a ednpcny oonatltistoa 
Hie ftuMla that oiii ba iiaad to pay ^ tha cfo^ttovt In «aat tlit coMpany 
la bains wamid^ iip* my patt of m^h «apitat conttHmtlon can not bo 
tatss»fd to tDa iHex«N»l4ara» at St «oitl4 vatfuet tKa l ^ a svaltafela Ibt 
s 
e w d m m I f dt¥l(tiRda af« pal<t ottt of oapltalt tM* wvU In 
contrwrantlon to t l » Aot and mmmt to a voluntavy taduotlon of oapltat 
fflthotit tha loava of tlia tmtt* THutf I t la etoair that tha tndlan 
OempmU* Mt alao pn^ldaa for tha e^^ital inpalflttant tulo In daeldlnf 
tha lagallty of a divldand paynant liy a eeiKpaiiy* 
Iha nat psoflta of a ooa¥>«iiy tha autplita of cunNmt In^ MMi 
fOT a givan pattod ovar «umnt axpendltufO* aftar piovldlng foY tha 
ai^lxad «apltaX originally sunk In flitad aaaota* !••« tha dlnlfiotton In 
nm valita of aaaatf* On tha othar hand, *dlvlalhla pioflta* Inelitifo all 
pioflta that am ha laffelly dtttvlliitad to tho ahafohotdam In mm 
of divldandt. Ihia a^ iraa I t oloar ^at pvofltt ol^wr than trading ptofiti 
a>a alio avail ahio f i r paynant aa divldanda* In tho paat, homnrori tho 
QMpanloa A«t waa not elaar Abwtt tha divlalblo pxoflta aa I t laeitod 
ado«iata atatutoty piovlaloni ttgarding tha mumar of eo«iwtatlon of not 
t3m pmHU* 2o titeh «l«e4jB»t«iie«tt tmo pytfiei]^l«« mm follonti 
In ^tUlMlnltig am 4lvltlbl« ptoflti^i vi i* (1) tliat tn m c^taanvtwied 
• dtvldtnd pil4 out «9|»ltiil| Hid ( i l ) ^ t In «vtfy «aM tht ««(KII««* 
mmu tlM «oi«>«iy«a tiiM>i^«iat» m Astlel** ita lal^lUlly ee^pliiKi w l ^ 
•ivliigt vivl«ty ef aotiyat* ••tttfiu 
••1^ « pttt ^ psofit for i^tovlgloRt d«|>tt«l«tlon MtS ^ai 
d«t)tt» • portion I t fvttfvtd tot 4i(V»iopM»t ma •)q>anflon whleti itihiineot 
tli« iHtttM pcofltaHllty tNiflnoot. tim litllof that eosperat* nanagiMikt 
involvaa »»rtaln batle ^talltlat of ^ a t a a ^ P orlQlnatta vainly f t w thia 
cc 
ptaetlea of auto^flniiieSfig aa I t la of ttHioat Suport^ RV i »r tha Invaatora 
aa «fail at to latgar labile lntataat» ihlla fotaining aatnlnga tiN* 
i^atahot^ra aza not only aiada to aaonflea thalr praaant dlvlt}an4a for 
Hhm calea of xat»ina» not ontlcaly vlthout tt^ rtak Involva^t taut 
alao thoy axo liaprlvad of ^ I r ekiolooat Invaatwmt of^rtunltlao* In 
aMfiagtng tha satalnad aamSnga or r^lnvaatlng ^ t a fUndat imdar tha 
dalO0attm of authority* a eoapany Managanant la ai^^aad to aot on hohalf 
of Ita Ohara holdara, Hattln |laa tha naad for tha aiinasasant to aet wlaaly 
and ha emitloua of Ita n>lt aoting for tha vaifaaa of ownara, I 
Soaiatlaaa « caaipany annagananti fuldad hy falat notlonot «ay eanaldtr tha 
•aanlnga aa halanQing to tha c^any only and doa* not think ^ a o to bo 
coBparahla ta tha capital laraatod* 1hla» of oouraa* taoitld bo a iilatakan 
vlaii* *Atalnoaa Intagrlty daaianda* hawnrar, an aqual aecounting for 
Inoipoftlva of tha aouteot with duo racognltlon of tha ahatohotdara 
Intaratta*^ 
1. ^ l a , AecMMiia^'Jl^ ackn* p': W* 
2. Charloa i* l>arthart •Plnanelno Bualiiaaa riiaa"* Chi^t. pp. 
X 
Miny eeiporaUmfit l i sU tfli^ldwidt ma main ••snin^t In ostfty 
to Unfile* txptfiilent. i t fst ee>|>ofatl«at ultli • fi«t|onftl f9ll«»tng 
•f tiiv»tt9»t #ffdtiifttlly hmra aeMti to otlviff totixcAt df flm49$ but Ihty 
find vttain*d •tmlnQs a fi«m«itl«rly adviiRtagteua touiv*. IPor ihingt 
ttmm l « m pMtim* to pay lAt«ir»tt <tivt4tndt OR tuiplvt* On tht 
contrtttKt i f thf m p^'m i^m It tu^eoMfiili tha tttiiifi m ^ Mtaifittf 
r 
•aridR9t will ieeiua to tht banaflt of iht ^Hatahoiaoira* 
aaall i!otf>o»attoint oftati tiayo no altomatlvt'othax than to fuianeo 
• latgo part of tlialt Qiowth tlifoiiglt tha mtmtim of oaznliHra* Staall 
eoiigiinlta find ttiaiisolvoo oxeludoi fson tho or^anlsod capital atavlcat 
Ibf tht faotoY of thtit fHo Mcutliy miiftat* ai« not fpoaiod to 
tHa floaitatiOA of « « l l t«ii»at ot tosaemafelo ^ axpafiat. Ih» othor 
altamatlvt i t ^ binkliiti tyttaiii tut httoi ISnltationt of Um of 
lo#i «id l«0al lOfidtiHI ItiiItt an tiaiidtoapt* th« battt and oftan tho 
only aoltitlofi I t to gioii fwoii vilhln Ity xotttlotiag divldtnd payiBantt* 
Fnvthty analysit of tlilt polity tdtti loftttRot to tlit eotton toxtllo 
Induttty I t ptttaAttd In tlw naxt Oii^toy* 
•ooOoo* 
ms^mrMl 
RgrAmm mmms m mmcm ov ma 
OOtK^ tiXtftfi StBSOSW 
Hi* «e«Mii»l«tt«fi mttjiial »»toti»«t« in cotton ttxtti* 
tnaufttH** I t 9Qv«intd hf itnott all tlw ftetott •nww^atad In ^ 
pftetdiiis ehi^tay* fint ««eli inifiisttr* «id «# c i i«tt«t of faeii t«eh 
eoapiPy h«t tottt tittolal €ll«iiMttiii««t timt dotonilnt tho ifohm sftd 
foiB of sifiriikOt^  I tiriiM tlxvadr oiipltlnod In 
th* Infliiwiet of advom ftetoM on tho oaming «blUty untf tuvlnf 
eapMlty of cotton ttxtllo Indmrlir* tnAiotiry tfoot not toeolvo 
ipoolol f l tot l tiotlMnt fkoii ttio floveimwnt* Stt oaivlng iMIIty 
hat boon offoottd fey high »ato« of ttxot on tho ont liand md tflvMond 
polley ittlMwd liy eoipovato ••nagwtnt on tht otliov hiina* So 
eonnoetioA with fln^elng of iiotfoinltatlon thtouQli intotnal oouscoai 
tht Invottntnt mrn&immt of tlioto tavln^t I t y*t anotlMy faetot. I t I t 
not tht ibatlutt Mwiint of aavlng tout tittir utt f t t financing oj^antlon 
that I t Mltvant to thit ttody* 
a^ pACT ft mi mmmmr9fMim^ii 
I t I t tfiM that fettle ftetot stvtmlng tht Ifittmtl ttvlngt 
i t «ht p f t f l i^ l t l ty of tlw liiaiiitiy» lint tiit tbHlty Md dttitt to t«rt 
I t tlto tffitttil hf coiytorttt ttxtt* 
Qifpottto SnetKt ttKtt tto ptid out of tht ntt Ifteont of ^ t 
eoipotttlon* Id tM titttnt tht taxtt trt tht dlttrllutttf tt wtll 
tt xtttlatd |>iofltt tyt x^ttd* Nhtict ttmlon |»olIey It utii^tl In 
tht ditttifciitlon tnd >tttntiof) of pxofltt» tht cot|)oy«tt tttntgMitRt I t 
fttt to Juaitloutly tllot I tt M t , 
Appio}»3^ttt ehifi9tt In tht eoxpo»ttlon ttx to Induct ptivtto 
IflflrtttMnt Ineltidt <t) itductloft In tht eosporttlon ttx (b) neetlttattd 
dtpxoelatlon tllowtne* tnd (o) wt InvtttMnt tllowanet on ovtdlt* 
Ibiit» «fliih t vltw to lni]»lxt pnvttt lfiivttttiiit»ttpt€ltlly to tnoOtttiQO 
tht fomttloe of ntw butlnttt uolttf ^ t <ltvtxMBtnt of Indlt htt glvtn 
t Itrgt nuMhtr of tut eonetttloiit to pxlvttt InvtttMiitt* txtwplt, 
iMdtf Stetlon ISO of tht ineoM fm Aei» nt« vtntuttt t»t ^Ivto t ttx 
hol&dty l t » fivt ytttt tnd ptofitt itpto 6 pts of tht etplttl 
i^ploytd tirt mtmfpua ism hoth Inetftt ttx and tuptr tax* Ondtt Stetlon 
IO(S)(VI of tht Aet, ntw Cei|>a«iltt ttt up afttr 31tt Mtieh> 1994, t f t 
tllowtd to dtdoet 2» ptr etnt of tht aetutl Invttliitnt towaxdt dtpttelatlon 
of pi nit «>d Ktehlntty* Qndty Stetlon 96 A of tht IneoM TtXf divldtndt 
xtetlvtd fioB oeaqpmltt tngagtd In etHtIn tptelfle Induttritt ttt 
txti^itd txm tupat-taxi lev Inttr eoxpotttt InvtttMtnt In thtto 
mdttttfltt. Dtvtlopatnt tllowanett md ttbatt txt txttndtd to tttabllthtd 
conetmt* tht tax eonetttlon aiutt htvt htlptd tht ftsnatlon of ntw 
eonettnt and txpantlon of txlttln9 tnttiprlttt hit undtt ptttturt of hl^ h 
«dip»»t|Ofi t«x mi ti^fHPtefit tax pmvUtm «• pttcintagt of 
ptofli iml9m tue tnertattd fvoa ptt emt in I960 tn 90«6 pt» emt 
tn 1962. Out tilifti tm pievltldnf t})* pmtit eft«v tmt ta pttewiti^* 
to net w>y(h tftelliuid litw j^t eiiit tn I95t to 6*8 cmt in t953« 
Agnifi uiMlov imwf i ^ t w r t of aiipor piofit tax lapoaatf in 1961* tim 
pxoflt aftat tax aa ^ wrth daoltntd fs«i> 10*9 oafit 
in 1960 to 9 par oant In 1962. 
Km ^ ^ J ^ " * mi i««iiititio» 
19iMl 34*9 39*6 
1981^2 41.6 43.7 
1962*43 94*6 92.3 
49.7 91.0 
1964-69 46.0 90.9 
1969.^ •1*1 91.0 
1966-67 93.9 47.4 
196M0 69*3 4i.t 
Inoxtaaa 9t*0 
^ T ^ i ' j k i y m papain io sVi cotton ntll eoa^aiil«t*lM 
1901 total eoaip«itai« 
mtCBt Bitllotina, 0ao» 1967, and Oet« 1970* 
A paxuaal of ttia al»va tabl* zavtala that In tho Indian O&ttee 
laxtUt tnduatfy tha tax pxovialon aa po» eantago of pmflta t>afoia 
tax ttat uhleto aa a rawlt of ahaxp tlao In tho «ubaa<|ii«)t yoata 
«aachad 81*| pat cant In 1965-66 Ua* an Inoxaaao by alwit tm pot cMit* 
Sn tha following yaar 1966-67, tha poxoantapa doellnad to 93«9 hut ogxiA 
IncMnttd «0Atl4t»ably md xtaehad 68*3 i»*r etui tn 1967-48. tn 
of i l l »th«r Iftdtttttitt tlw th«t In 19lk)«6l» tfX 
f>i^ttlo» wat 38*6 p«» ««(it whieh tnex«at«d td only 48«7 ptr e«f)t In 
Tilt cofi^aratlvc study x«9iifdinfi tax pxwition b«tmi«ii ^tton 
ttittll* ln<Sittlty «nd all otliax^  Indutirlat brings foftli that In 1967*66 
fiiM %m piovl8l<m In eaM of all otht? mautttlaa ln«x«at»d Ify 916*2 
pay etnt over tht I96d»6l Iwat ^vlng tha taM ptirlod tlM» 
Inevaawi In «as« of i^tton toxtlla Sndvietvy was hf 90*0 |»«r cant* Aa 
• xosult of eonal^ trafela diflovtfio* In tha Ineraaat of tax piovlalon* 
tha piovlalon liar I960»6i In tha taxtUa toduatvy i^loh waa laaa ttian 
all othar Induttrlta hy 12*9 pai> oant savoratd ami haeaoa Mota than 
all othar In<^t1^«a by a maxgln of 60«8 eant In |961^» 
fhaxoao high ratoa of taxoa and Inoxoaalng eoat of ataata 
•noouraga ^ t aoetwulatlon of aavliifa for ^ e l f l e {»tovlalona» ^ y 
•todo ^ aavtnga aat for l«f»zovaaiant« In thia ra^aet a atiidy of tha 
Tablo- UOHI sivat vary tiaaftil toaiiltt* 
Itia tabla tovtala a oonaldarablo dtetaaaa In tha piofitt dttrlng 
tha f»arlod 196S»60t hut thaca haa bMn • !«•• than pfoportlonata doetoaao 
In tax pzovlalona* ftortha** I t ahowa that Qavaloiwant Ratoxira and 
Dapttelatlon ftetda hava paralatantly Ineraatad^ nalnly at tha coat of 
Ganaral Roaatva* Ihia la dua to tha fact that eoxporata IncoKO tax 
dooa not atrUio toportnit aovrco of Intamal flnaneing topratantod by 
dapioelatlon* Ovar tha aawan yaa* porlod. 196$^» covaxad In «ho 
tabltp aeoiuala to Oapxaelatlon Daaarva anoimtad to Ba* 9«S cxoroi 
agatnat tho not addition of Ra» 9*0 cioioa for tax pTovialon. Oanarally» 
i* T«bl»» tXXI. 
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tooth tax |»ovi«lon itui Otf>x«ft»tion FHftd laovt togttlHiv* WlitA tht iiieo«t 
t« » lws«l«n l>«eOMt « iMitlv«» d«pi«ctatlon lima tfief«ai»t mi%h 
eefitt«t«f)6y* teetutit to tho ItoKl AVO not adsttitd toy tho SneeAt-tix 
•utIioHttoi ovot ami atova tht book valva of miy titti* But tht eanagtuanf 
x«9!a»dt d^vtetitloa In ttxf&a of ttjoiacantnt of valuta rathtf than iitstly 
aeeountSftg tht invaatMnt ovl9inally coaiiltttd to Itt coft. 
Ihe annual In^TiiMRt in llit Gtntftl Utatxyt or firtt Httttvt I t 
jrttltliial In tht smw that It aooMulattt afttr tht ai^ xoprlatlonh of 
fixofitt* I t totart tht toutdtii of ttKotp ^i to lat lon ^tevltlont and 
dittrlliuttdl iiiolitt. Hit iatolt tHua thorn that In tht yttrt whtn m 
psofit tm hat dtellntd md tht dltt^huttd i^iofltt did not thtft 
thlt bttxdtnt addition to tht Gtnt^ ral Rtatfvt hat dinlnlthtd* Bttldttf 
It I t ottliiatttf thet on aeeoimt of oonaltttntly lner«atln0 pjrtett of 
attttt» tht Gtntfal DtMSVt hat bttn titad to tht tittnt of tiio*and»»-half 
tlaa of tht dtfixteutlon Hmdt to pftttxvt Intact capital tRvtattd 
In di^ttolttolt attttt* Hit 6tnt»al Rtt tm hat thitt ttxvtd at t tort of 
xtplaeaawnt fimd for Idbt oott of x^ltotd t^lpwHit ovtir tfid ahovt Itt 
original eott* ffhilt thit It tquliraltnt of ntw Imrtttatnti It I t iixobahtt 
that It way not focga any addition In oapaoity. 
nrtt rtatsvt It an tq»telally iaportfnt touret of liindt for botlnttt 
txpantlon* Iht wllllnginttt of ):utlnttt ftonagtRiaflt to tmdorttitt t j>ro9r«Mtt 
of ti^intltn Itxgtly dtptndt upon tho aecuMlatlon of rttalntd ttmln^t 
tt t Mini of flnwelng tht txpintlon, riteal aothorltitt rteognitt tht 
czuclal fiotltlon of thttt tavingt «nd» thtrtfoxt, tvold to tair thIt 
t ^^ t l v t trot of InvttlMtnt. Iht Inttznal aootawtlatlon of ftmdt It* that, 
ptrtly tncourtg^ thxough dtprtolttlon allowanett and dtvtlofcitnt robatttf 
tte* 
tht fiomitl <ltp»*etatt«n allowfanctt d«Hv«(} to Htic 
mat mdl tt«f- wet$ and «niil>U tht IsiftSntft to iveoup tht 
eott capital ti9Ar##titat evtir t nmb§r pf ytajrtt tht ixixpott of dtvtlopo 
Affit ttfeatt i t partly to ttioniiatt tht iRvtilMtnt in ntw piMt and »tehiiit«yt 
and partly to ooaiptnaatt fot riting pr|«t Itirtl in tht ftplaeiMtnt eott of 
mtn out saehintry* Tht latttr eontidtration i t particularly ii[|pN>rtattt 
htesust in India dtprteiation alXowanett art not linktd urith x^iimmmt 
eoiits« 
Dfprtelation allowmettf undoubttdly faoilitatt intfiBaS teeuwlation 
lunds» and without thtir provision tht ineidtnet ot ttKtt would h«rt 
betn sort sevtrt on fcuslntts* But dtprteiatlon prevition do not hy t t t t l f 
^tntrstt frtah ftmdt. Tht each flow ttteurtd throufh dtprteiation i t mtrtly 
tht rt^m to li<iutd|ty of funds invttttd in fixtd tastta In lititinttt* 
the t f f tet of tht ptovition is to t t^ r t a tax fjN»t etth flow to tht 
txttnt dtprteiation i t adRittihlt for tax purpotts and t^ nitMiold dittri^ 
hiition of tht auount to tteurtd at incoatt* Aoeunulation of dtpttoittlon 
j^Kli md dtplotioo rtstivt tto. art not nteotearily avail ilalt in tht 
Ofsh fom in that way thty do not inortast ^ total rttoufttt of tht 
coapanltt* fio^invtststnt of thtst f^dt« howovtr* fintnots tht capital 
dasaAd and at stablt priet Itvtl aity avan ptmit SQIMI titpantioii In tht 
oqiuiiMMnt* this i t tiut htcautt pxoduetivt l i f t of tht ttstt txootdt 
tht book l i f t of dtpfteiation and tht ntw asstt Is ^tnorally iiadt MOtt 
pro^etlvt through laprovtatnt in ttehnology* 
In an infittionaiy ptriodi howtvtr* aeeruals to f t t t m iiaiy fall 
ihort of cuMTtnt oapltal conti«9>tion» tht teetltrattd dtprtelation «Mthod» 
whioh i t uttd in tht ptriodt of riting priets pxovldtt fo» tarly ttoovtry 
of capital cost* But It ttott not ttkt into account tht lost In tht 
-(272}-
pUKhatiiig pom9 ot momf* lb* total $m teeowytd hf »«y of 4ipft6letlofi 
thotiph t^aS to th» tseele valo* or ttlftoxieal <»tt> is not rnHHimt to 
eoB|>«fiset« loir lost Hi valtto# tfflillo In tht of invtnloty vilyatlon* 
tht list of Invffitour valuationt Hw ut* of LXIO allewt tiui idjuitiiant lor 
tht of foot of ritltig pvlcatt thofo i t no «a«h dovleo tioad to tfiaulato 
dapffolattofi ftand agalntt ^ putttiaalng powar rttte* Conia<|itantlyt tKat 
paft of thf fuwl whtolt l i antUlatf to tax oxaoptt««i noats only partial 
naa^  of foplaoiiMnt of tha aaaot* fha company l»at to draw t t i saaoufota 
froi othar htads of tmrlfiga In ordar to aut>at«fitiOite tha dapraetation l^sd 
for thi fi^laoaiwfit of Idwitieal oasat* 
Soaldtt tha dlraet affaet of eof!>orata taxaa* tha intamal 
aeowatation of fumfa ta also «ffaetad indirootly* tlila ififl«anea la 
tranflBlttad via dividend policy* Xt la trua that uliathar to vatain or 
dIatrilHita the profits of tha oojporation la ona of tha noat laportant 
<iyaation of financial policy ovar ithieh taKatim) aay not hava any diract 
baarlf^* But taxation can influanca ^a Itidsaaant at laaat In t«o ways* 
AS ^ atodlan of tha eoxporata entaspriaaft tht ikanagaMant has to tafaguaid 
tha Intaraat of tht eoapmytas ttuataa thay havo to look aftir tha Intarast 
of tht sharaholdare* This coincldanea aasiaaaa slsnlficanca baoaiiss coxporat* 
Incont la eubiaet to a substantial fcaasura of doubia tamtlon* St It tarad 
firat at tha hands of tha eospany and again imdar tha paraofial IncoMa tax 
whm tha dlvidand IncoQa reachat at tha hands of tha sharoholdars. As a 
rasult of thlSf tha diractors aspaeially of eloaoly hald coii^ aiilaat asist 
viaitalisa tha affaet of dividends upon tha total tax position of tha 
sharaholdm. Ganarally, tha tax atatua of tha shataholdara taltaa too laxva 
• slica of tha additional ineona. Thia oftan discouragat tht dixoetors 
to daelara Utavy dlvidsnda, idilch la also woleona by tht iharaholdtra of 
YEMt 
iueh «(»ip«iit»* fti» ineoM tiai la«r» luwtvArt ptnalittt •xetstiv* 
dn tht p»ti ot th» eldsaly htm e<iMi^ «nlet by i^potliiji §xtra 
aMiUmaX taxct on undlttvifcutvil {part of tht pxefit. tn eat* of 
witfoiir OMI«NI coaEf>«ilatt ttteh a oloio tdanttty of Intaraat featiMMin tha 
dlmtots and thaxaheldtra ^aa not axlat. fiat ovan than tha divltfavul 
poltey of tha eosapmloa la inflttanoad l>y taitaa In aavaral othat waya* 
Taxoa ha^ dliaet ha»»ln9 on ttnatiooa aa imeh la thay vadueo tha 
A 
0mmt svaiXahIa for tflattifautlon aa «ai! aa for tatantlon* Mfhan tha 
rataa of «oiporata texaa axo ralaa^t h^o eoi^|«llaa a^ toxmd to 
mm pfovlslon for t&xaa and hgva to adjitat thair finaneaa aceoxdingly* 
A a1»>dy of altoeatlim of pxoflta hafoio taxation In tha following Td l^o 
m s j d m i : . 
\ 
MmcAnm OP fmmn Bsms Tmnm (AS pmmTms 
OP pmptf BBmne TAX. 
c T t l S n — w r 
m pmtssG^ 
cotton 
Tt?^mf ff^tyt 
1 „„ „,,ir I , 
DistsiBtrre 
E m : m ^ 
j f m f . 
ummm 
ooftSflT" 
lWL Taityiaa Ot^ iatf 
'I' M , M 
m i »*»$ m*6 a0.0 24.S 100.0 
ma 41.6 49.7 27«a ai.a 100.0 
i9S9 94^ 6 92^ 3 39*9 31.6 9*9 I6«l I00«0 
1964 49*T 9I.0 Si.a 30.0 12.1 mO tOO.O 
1915 46*0 dO.9 37.8 30.4 16.2 19a 100.0 
1966 61.1 »l*0 72.2 31.4 «d3.8 17.6 100.0 
1967 93*5 47.4 49,9 32.2 l.O 80.4 lOO.O 
I9m 6I.3 46.7 69.6 37.7 •37.9 13.6 lOO.O 
lAO-
MaaaC-i*) 
or 498.0 ^26.2 * 2.2 *206«« *44.9 
dacioata 
( 1l96|.M gogggji, Raaom Bank of kndta Bwlkatlna, Doe. 1^ 67 « 0et„l970. 
I00»0 
iOO*0 
100*0 
100.0 
100.0 
100.0 
|jOO.O 
100.0 
Iho tablo ehoira that tho dacllna Ifl xotalnad pzofitt of cotton 
taxtllo Ifiditatfy la hy 206.8 par eant dua to ahaip jriaa In tax pwvlalon 
Mid dtatfltittvd pmfitt at 98*0 «ant md emt jr§si>«etlirtiy« 
In « l l tthft ifiditit»lt« th« Ifi t«taiii«d piofitt « t 44*9 pair eant 
I t ceeptratlvaly iatst at ^ t tttt pfovltton and diattlbutetf px«flta hcva 
Ineroaaad only bf 36*2 and 2»2 ptt «ant laapMtlvaly* Itila «aa natotal* 
wtth aasnlngi tadnead iby t»ratlon, divtdtndt yatatnad pmUt auat 
in aotaa iiiy divlda tha buxdan featwaan thm, tlia axtant ttia iHiitfaii 
i t aqu a^liy appoitioftad I t lnv«lva» no cliansa in dlvldand polity* in 
oaaaa Mhava tHa Isitfdafi la diapiopoHlon«taly dlvldad ao Midi ao tliit ona 
••Intainf •(•blllty avan fiallowa Ineraaalngi t«tnd of tax pxovlvloi^ §t 
tlia eoat of tha It tiio»ld ba proamiad thataidafinlta eliansa liaa 
t#an piaca in dtvldand policy on aecount of taxation* Kay h* that 
tax*a feiK^ avofcad savaral ottiat contldairaticma «hloti MM inmarly ifinond* 
o» aupptaatad* A paiuaal of tha fabla* tSXtll idiieh sivaa tha patoaotaga 
annual inei«M«it in profit halosa tait, t « i px«vlatent piwftt aftar taxt 
dlattibtttad pxof|t» divldand vata and itatalnad pxofit will halp In 
•naiyaing thaaa faetovs* 
Iba til»la auogatta tha dlvldand polUy of tha ooaqDinltt hat 
haan Infltianead l»y tha avaUahlllty of pxofit and tha rata of taxation* 
In I963» 1966 md I968» tha pxofit bafoM tax In eotton taxtlla 
haa da«linad» tha tax pzovlalon «roa saducad baoaiiaa taxaa a»a lapoaad 
on tha pxofltd>lllty of tha coapanlaa* I t i|»paafa that tha «ajer paat 
of tax provlalon haa baan paid out of tatainad aaxnlnga i^leh ahowa ^axp 
daetaata by 88*7 par eant« 245*2 par eant and par eant in tha 
t«apaotlva yaara* Diatrlbutad proflta hiva daoltnad eoaparatlvaly to an 
InalgnlfUant axtant but with ^raat atraln and thia la vaflactad by • 
alight fall In tha rata of divldand fnai 12*7 par eantt 1U5 par eant 
and 8*0 par eant In |962t 1965 Md 1967 to 10*6 par eantt 9*4 par eant 
I 
t 
i 
t 
s i i i s ^ 
^ ^ O 0-* 
i i i i ^ ^ ^ 
^ ^ ^ 4 4 
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M M i I 
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o» 2 " o e? K? 
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<» 0 t»- « o 
M M s "f 
H u m 
fiid 7.1 em% In 1966 mi 1968 cttf>tettv«ly« 
in ifi^ttrlts whifi tht pMfit b«l«x« tax 4t6ilii«d tlt^htly 
In 19669 th« tm pxovi«lofi net show caie}) vK»i«tii»n In elation to 
ps«e«dtng y«at« tht dlvtdtnd wltntetid tent tii«i««st ItinrliH} x«t»liitd 
f>xefltf tloiit to faet Utt «ntlM lufdMfit Iwnet tht rttatntd profits 
dterta^. Sn irtitn tbt ptoHt btfort tost aaaln iStellntdi tht 
txmia m t ^ piorttioii* ^ivldtnd ttttlntd pfofite « « » tliitla^ to 
on« ol»t«inrtd oa»tltr in ottt of cotton ttxtilt Hiiiuttiiy with tht only 
d t f f t ^ o t that in ttxtiltt ttA dtelint in jpiollt btfiost t i l i t thaxp 
with ttoilar afttr o f f tot f 
m inttxotting ftatux* of tht ttiMly i t to txanint tht xtletlonthi|» 
of omyal pttetnttgt inezoatt in tm psNnrition with <iittH.hiit«(S and 
i«taintd otzningt* tt will bt ohttivod tmm ^ t tboW that 
in tht y««tt whoii th« tax pxovition h«t thszply inetttttd^ tht pxofit 
• fttt t«K htt a ntgativo giowth* Ihutf in oatt of all lndutt»itt in 1963 
«haii tax pzovition h«t Inexttttd hy 21.4 f>«y otnt* pxofit aftt» tax 
dtcSintd to U9 par eant* In I963i whtn tht tt* pxovitlon ine»tttd 
|yy 3l»3 ptr emtt piofit afttt tan dtclintd to 7.0 pt» €«fit» In 
tht tfitizt loxdtn of thit Inettaat wtt faont hy tttaintd oaxningt «hi«h 
t dtoxtaat of 10*4 ptv etnt* Div^ idtnd rato of 11*0 ptr etnt wat 
hi9hti> than in I960> although tiightly lowtir than 1961. In i9«3i «htn 
tht taif pioviaion hat t t i l l 9>*atA2> inomtt, pzofit afttt tax dtclintd 
fey 7.0 pty otnt* But in tht tout ytai? tMM hixdtn ghtxod by tht 
dittvihuttd pxofit* Conttqutntly divldtnd ratt alto emm domi to 10*1 
pt» etnt« But tht iB«jor part of tht ineidtnet w«t bomt by tht xtt«lntd 
profit* 
tR I963i tht (SovcsMint took Mnrtral ••»cy»«« to ffvtv* ttw 
Maitct. ihttt flitamtfts ineliitt* tii* Mlixatieii of eofitxol on 
ptictt « f llfilihttf 9oodt m4 tax i^lltf* Ttio YtpitoiiBWfit of ttw Mttelt 
ctltiettfd tax by « ItQhtat ana nota acpltal^ ia •u»»tai( 
on ttmpmioB ttduead |>i0Vlaien im 1964 and l»xeflt aftar 
tax <9ona«i»aRt2y itiexaaead both on account of lai la f^oirataaiit tii pteftt 
l»alora tax and ^Miparativa xadtiettoA In tm pttsvltlon. ilita «fiablad 
tha coapontaa to laq^ towt tha poaltlon of vatalnaii aeminga* Ifia iRCx«saa 
tn |>cofittbillty an«b|ad ttMn to iiatntsin ^ divldand rata vAth only 
a M^ i bi^ tenrtittant In tha y«ta of Inevaaaa of 4i«t»lhited ptofit* 
m Siipenifit faet i^leh i t al«o «wl«!afit i^m tha ^xrva atatlatl^al 
analyait la that tha la^lleatton of inaiaattftg t«x piwHaioi} haa fallatt 
iialRly OR »atalfi*d aamififi* tmipaetiva of tha fluetuatlona tn ^ 
0 m A «xef«ftii of |>xeflt aftar tsix» tha dlvlaaiia iraM in textilat andl 
induatriaa aat^lthad fe^twaan eant imiS IU9 f>a» «aiit 
»«^paotlvaly thtouQhout tha payiod. Oofporata isanagaKant iay that«i»xa» 
In puraulng a polley ^ieh has evasatf ^a eoHpniias* intaxnal 
aairinga* Thatr daotalon^ i t ia Ataaftttft boa haan dattleental to ttia 
haalthy d«valo|«ant of coz|>o»ata saetoir* I t la to haeauta plottgHtng 
baelt of pzofita i t « widaly aeeaptai end vaxy affaetiva pioisatt af 
eoiporata giowth in ail highly Indutttiaiiaed coimtylaa* I t i t a i^ tad 
th«t In a iate aoonoay tiliasa tha «p«porata aaetax^  ia poiaad for 
9Xoiirth» eoispafiy aianigfiiant mould fallow a eonaaxvativa dividand polley 
and xa»lnvaat a aiaJ<>r part of thair aaxninga ior gtowth. Cotton taxtila 
f imt hava of eouraa andaavourad to a^ava thia olbjaetiva hut thair 
afforta hava atfvtra atrain aa axpkaUiad In tha fioliotdng tftrlaw* 
&|vt<liiidt aM paM out of Hit ificoiM Maalnt afttr t^lim 
liitd «ontli}ir«tlofi all tht HmmU of eott of opovationi tneludlngy 
of ^ r t t » « t t i «U« f>ii0Vl«i0fia for taxation mA ttia dlslfiotloii in tfet 
vattia of itMta^ But ^ ihsrahotdoira oan not elalu ail tha ptoftta 
lay way of divldand mi tha 4lvaetoira uauolly poattaa m al>aoluto po«w» 
to aat aatdo out of pioftta ptopar awa at vaaatvaa fot coepany puipotaa* 
INi oatnlnga of a eoapifiy alaply mpfnmt ttia tawaxtf that aeoKwa to 
aiiaM}»l4os« fo» tlia vaiituto oapltal ptovldtd by ^bm and tha payaant 
of illvldtnda I t tha aadiiMi thvou^ iiihteh ihairaholdara ati ao toiraMlad* 
Hia momt of tneoma oatnad and totalnad ean fiot« of eoutaag 
ha antiioly aap^atod*. iot^t lolmtton la poaalblo only out of hitgo 
oat InooiM* But hoto ^ aialn Intamitt ia to find «h*tha» thtm ta a 
daflnito patlMxn of lotattonahlp hataioan eoipotaio nat IncoM and 
Mtantlonfe H haa haan eoiMn anpatlaneo that unlata tha»t ht aeca 
umtaual phanomnon* noiMallyt 99*ator coiporat* nat pxofita «tt alwaya 
aoeo«p«iiad hy tat«ay divldanda at «ftll at 9»*itor mtaotlon* thayafonvi 
In ozdar to havo elaatly daflnad and otahio pattaina of eofpovato 
aavingtt tha aanagaaMit €hm»U fivat daelda at to nAiat paveantaft of 
nat aaitttnga tatantlon I t contldoiot to ho finanetally tound In ptlnolplt 
«id thottld adhata to i t In pvaetlot* 
Iha ditpoaal of oaxninga la a pioduet of »any fMta aoeh at 
tha awunt of nat oatnlngt and ita ttahlllty* tha additional o^ltal 
MduinMntt of tha Ivalnaat and tho paat divldand pollolat of a coaipany^ * 
Ompmf iiaually dlatflhutot laaa than nftiat thty oam In good yaart. Ihio 
hoSpt In fixmrUing a MoaMita of aairlnga foi> flituvo divldand and »a»lnv»atMnt« 
U i U I I « i H« Husband ami J«»aa c* Oodtoiwyr Hodow bofpo»atlon pitoanM** •p«o|t« p* 474« 
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nwtt I t will iM tttfi thst th* plannSng In tht etfiafMnmt of •unlngt 
tNi«Mti • teapUn « f dtcttion eeiidltloR«d l>y pftmt it—4% and 
gsowtik foflt«Mt« Xt Mpfffttnit th* «hall«ngf of itakino cuitablo pio^talont 
pattainliig to d^mlatlon* voluntaty Mtarvat* lio^ oaplftl mS mnrmm 
•0 that tflvldana dlaiirtiiutton wlli not joepatdlto tl^ a aolvafioir of ttm 
eoiBf>{«iy lOm tht oainlftgt di|>lott o» ditappaa»« Xt i t olnrtottt that 
divldand f^ltey la eloa»iy aort than jiiat a iiatta» of paying tha flaounta 
ahown aa tiat pioflta. Xt la a flnanelal daolalon having Ita oollatoz^al 
eonaldoratlona and la not! vital aagnant of ftanagaiaanta xoaponalbliity 
Ibv fiAMOtat daclaiona* Xt Is not aattly an aeononle action liiit alao 
an axpftaalon of a eoipoiraMon* a poXley* Mat* It woulc} not bt out of 
f»laea to diatlngul^ l^ a^ ratn tha tama *dlvld«id policy* mA *d|vldand 
pi>acti«aa*« Oanwallyt tlw tHO ost mj^aad to hava aaiba aiamlng 
but i t la not ao« Wliata dlvldand daelaiona liavo baan tlia loault of a 
aarita of adhoe daelalona» aach of n^leli waa doiilnatad toy thm eifeu»ataneaa 
at Uta tiMH tha uaa of tha tam dlvldand })olley la not juatlflabla* A 
aiatfilngftiX dlvldand policy la that i^lch haa a dag»aa of eonalatancy ovat 
tlaa. Thia la poaalbia only «han a coaipany anjoya a aafa aiaigln of 
liquidity at all tiaaa thxough ona o» a co»t»|nat|on of bank baaneta and 
highly liquid aho»t ton Invaatttanta and tha boxtowlog oi^aelty* tha 
eoneapt of a dlvldand policy laipllaa that bualnaaa thmigh thai* boaid of 
difoctoti avolva a tacognltablo pattaxn of caah dlvldand payMnta which 
haa a btaHng on l^tiifa action.^ 
tha tttfiagaMant of oatninga conalata of tha coMputatlon and dia-
poaal of oamln^a. Xt la a part of financial agnagaaiant i^iai xalattt 
1. l%araen Ri^it, ifilli«a i OanaldaMi. 'Baalc Oualnaaa Financa*- TaX 
ma Caaaai op*cit« p. MO. 
toth to th« «ei«>«iy •• HI opttatliif Mttty «td to tht lAt»r«ttt of tlio 
i^BXhot^ott tfi tilt t«t(ilts of mi liatlfitMi optrttiont* Otoielont on 
41tfettfMM0t of ptotiU « i « iroty ia^xtmt to th^ opontirtg Hmetl^ 
of MintgiBfnf* At oporatioftftl Itvol oiteh dooitlont «ii|»ht«lt on tho 
lApioviMnt of thf eoMK^ my ot « butinvot oi9ifili«tlofi and ^ M * Mutt 
holp eoiit^ixttiiis to tffleiont tfiy«to-da|r o|>«»«tloiit mi tht Ions wmi^ 
el»joetlvos of ttm oimoirt. Hit i>itlo dootston tt fcotwotn tfi«tfll»tlon 
mA ooiitoxvftttori of Mtetitoot* Hit 9«0ftt v«tl«ty of SMiiigMfiit of 
ooxftliigt Miwig tho dtfftffnt eo«i»«iii«t In th» tm* lino of bittSnott i t 
an tvMtnot of ^ foot ^ t t ^ r t tvt f«eto>» in dteitton «aliiii9 whteh 
dif f tr ftoii ^Mptfiy to tonpMy* 
Inditttfitti tueh tt cotton toxttlot* irtiioh art €haitot«»lttd by 
ttifellity of Ifieeiitt mty foxmlttt a aott oontitttnt policy tt to d i v id^ t t 
than thott h^ing « i untm flow of tatnlnst. fiut imuMrtblt faetott 
•ay eautt orislt in cotton ttxti itt too and thair ptofitt a>ty fet vuino»«blt 
tt chinsat in aeonoMic tetntt and in t)»i tsttat of contUBtir«» 
In tkt ya«y i ^ z , dt^ i t t xttutn of tti^lt conditiont in tht 
cozporatt atetotf tha piofitt of ootton a i l l t Sadiiatsy «ta lowtir whioli 
dtolintd fteftha» in ifM* In ^ yaar Indian induattiot ttmad 
psofitt tiiflha* thtfi m tthtv yoar duving tht Pitat Pivt l>l«t pt«iod« 
Ttiit ftaiaiicafeit Hat In paofitt in Indian tndutti^tt « t t dut ntinly to 
a d d i ^ a l in^attatnt* I t ia alao wtyth noting that tht Itvolt of 
pzofit t fttr ttii and pxefit bofbxt tax feoth xoooadtd SO pt» eant Ht t 
in 195» ovtv 1990. Maxt yatv» i.t* in I9!MS| tha profit afttr tax of 
«bt cotton ttxtilt Induttty had tteoxdtd t daelint of 8«l pair eant 
coaipaMd to VtSA and tht Induttxy withdxtw Ka« t«3 ciovtt faot ttaturtt 
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th« cotton Hill iiMhittfy la India tip th» of <)lvidtn4» 
tfid as |»eveanti9t ^t^flt aftav tax i«at tmm 9$ to tO^ ihtttly 
««v«»lfi9 thf tcandi In tt notleatf alne* 19S3* 
Hurlnf tiia y f i t m t * tha fivat tia* tinea th» pOit^Eottan 
»t«aitlafi 111 tha pmHi tmt^f tan « f Itidian Ifidiiat»l*t ite&sdatf a 
ata^ fall 0f ]»•» fha laxtast daellna of lta» SO eirataa iixm 
Ha* 24«7 cxotaa Ita* 4*9 etotat) aeeumd im4ar cotton taxtllaa md 
for ttia f lMt tiaio In Hia poatf>war poylod tDo cotton tantll* fliotip wltnoaaad 
a not Iota of laielia* . tim mtmt of dlvldand paid was tadtieod 
by SSU33 pat cant to Ita* 6S4 laMit a« co«9>8fod to 8a» 042 lakhs In tha 
pxavlout yaat* Htlo anhancad ^ nagatlva totantlon flguxo of tha cotton 
toxtlloa 9WUP to Ba« 829 S^Ha ifid both Hia tax pfovlsl^ and tha laioimt 
of diirldand paid oxetadad tha pioftt hofeco tax. Ihalr paicantago to 
pxofit hafoxo tax haing 137 and 139 lotpaotlvoly, 
Tha Indiiatxlaa In India did tualir boat to aalfttaln tlia isotint of 
divldand at ptovloua yoay* lavol by auhstintlal outa In to 
toaama otc« and taaoyt to diffoxant tooaxvaa. tha «raraga dlvtdand yato 
of tha eotton taxtltaa waa iNitxiaon 6 pax cant and 9 pax eant* tlia pxoftV 
abi l l^ of lndl«i Induatxlaa, which notlcad a alight docllna In 1956 ovox 
pxavlotii yaar Imem* ^axp In 1957* Oyxing tha yaax I99i tha paea of 
Induatxlal gxowth waa alowax aa coapaxad to pxtvloua two yaaxt* ttwughy 
fox tha mdttftxloa In ganaxal tHa ahaip hxaak In tha itpwaxd txand In 
cospoxato pxoflta notlcad ainca 1957 pxovad taaqpoxaxf and pxoflta leokad 
* 
tip again In 1958 and tha pxofit bafoxo tax, which oi^xlanead aot ha^ In 
tha pxavlous yoax* lapxovod conaldoxahly. In I999f tha Indian Indnatxlos 
xocoidad a M>dtat tiaa In pxofit bafoxt taxaa and fox cotton toxtllaa tha 
psopoftlofi dividiffndt to iMt wetth out to N sllghtlif Mfbtr* 
though lOm ladustiy had pvunttf <lo«n th* mU of dlvMtnd on oxdlntvy 
tliMrtt* 
I t 1» MOtth Rottns that tht tnfiim tiHtusttftot had oiiptvltiiMd 
•ft ba<^  In th* y»ar 1961* mrim tfm nostt tmo I**- 19i2i>63« tht 
Siidign Ifiditittltt i«eotdt<l « wodorato Moovtvy in th§l» wosklne ytsiilt* 
^ a po«hi|it»/(te Mloir uttlitatlon of oxtatlns €a|>aetty hut thfti* 
piolit afto» t o daellnad §ot the taeond yaar tn lueeosalon dut to givatair 
riet itn piovitton fo» taxatton. ftia Inofoaat in pr«*tax ptollta pwwtd 
to bt lAadoQitatt to ahaosb tha gYoatav irtaa in pioirialon fot taxation 
baing 2S par eant* thit taHaotad ^ l««»aet of aii|>a» pxoftti|l tax on 
^R)p«ilaa tntsodyoad In tha yaat 1963*64 Imd^ at and ^ l lcabla to 196^ -69 
piofit*. Ibo Dafn laipaet ef thaaa lowat psofltt waa to a 9faata» axtant 
fait by dlvtdanda than by tatalnad pxofit* and tha avaraga rata of divtdand 
fall fwm 10*9 f i f «ant to 9*9 pa« cant on paid up eapltal. Itila taflaetad 
tha lowat qumtmi availabla fot dtattlbution togaihav wltb tha meraaaa 
In paid up eapltal* 
Sn tha yaar an li«>iov#d coipotata parfowanea dut to aoia 
favourabia hualnott oondltlona and ftaoaS coneaatl^a waa »ifla«tad by 
ia.6 pat cant gsowth In gioaa pxoflta and m appsvot^la 16.4 pat oant 
Inotaaaa In nat pteflta in eonttaat to daollnaa of pat cant in 1962^3 
and 1.3 pat eant In 196l*62* Otaatat Inctaaaa In nat pzofit waa dua to 
tha llghtat teidan on eoiQ»iRlaa on account of tha lapottmt tallafa and 
concaaalona piovldad In tha yaat 1964^ budgat. fha objact behind thaaa 
concaaalont «aa t» anabla eeipanlaa to apaad vp thalt axpanalon and 
davaloiiMnt thtough latgat plough back of ftindt into tha Ixialnaaa* fot 
•(3S3). 
fhit v*ty •lnil%iii«outly» « dtvt<i«nd taat of emt m tlw 
ilMUiit 4t§tfll9ittfd «• Aqeity d&vtdeiidt was alto iaq»OMd» tht t«M)lt wat 
oWtotii* OMDf>ifil«t £»ll««a<) a |»0liey of dlvidtnd itti^aini mA 
then two thisda « f ^ Incftat* In fiat pteHt waa t»^ ou9liad l»a6lt. Tht 
•Bfastanttat addition to coaatvaa md cutplua at wall at to dapmiatlon 
ftinda anablod the iU^melm of gioaa aaatt fomation to a laxgat oxtant 
fmm ifitaxnal aoureaa* 
tha ootton taxtllaa too mf favoyrablo itadlng oofiditlona 
during tha yaar md thaiy aalaa toeosdad a 14«3 pa» eont lne>oaat| 
theraby loflaetlng tha dii^ soaal of aoeunulotad ttoe]t« tha ^xost pxofita 
alao xoaa ai^faelably Ify 16*9 eant* But tha ptefit iiav i^n ovhlbitad 
only f Basginal incvaaao* 
lha ytat wa« a yaar of eonttnuad attaaa and attain for 
eotton taxtilaa* the calling priea of haaio ^al i ty of ootton loaa by 
about 9 par cant «nd art ineaaaant iq^aid twvactant in tha prieaa of ooal* 
dyaat eh«alealat a^taa and iparaa eontlnuad* Furthart tha «iMad eonfllet 
with Pakiattft raiultad In dialooation of trada ohanntla and It brought 
about a erlalt of eonfidanea, During tha yaar 1964.6St tha eotton i i i l l t , 
(157) oovarad by tha flaaarva Mgnk atudy paid out »ora than par eant 
of tha not pxofita aa dividanda and tha proflta ratainad worlcad out to ba 
loaa than 25 par cant of profit aftar tax* In tha naxt yaar 1969-.66t 
tha ivotfeing of tha abova raforrad 197 cotton ailla raaultod In a not loaa 
of fit. M lakht and a dividand paynant of Rt. 749 lakha aggravated tho 
lott ftirthar to Bt. 819 ^^^ ^^^^ Induatry eontimiad 
to paat ttueaugli a vary critical pariod tfid tha «aln problaa facing tha 
induatry wat tho acuta ahortago of cottcn «iid tha abnormally high eotton 
pricot* 
Xn Vtm f % f IH7 tnd 1.968 tm—mmt ujpdfi tht tutictttlv* 
tiict tn tht eowitvy* tlwtt had l»Mn « ««fMrtl t«€*t«iofi and tl»t 
l ^ t l f imfuatry W«« hasifMt hit in this fof«ifi9 tttfiy M1U# to 
6le«t iidim att^  «ttt pto^eiion* Cdtton eontifHi«d» obliging th* 
liKXitttjry to obttxv* on axtta holiday «v«£y wtOlt fiMi 1966 to 
•tdM{»»it«l967i md thoMaftar on* ama holiday we»y altamate mA until 
«ha of Auoutt* 1967, with paynant of lay o i l cmsmmtXen, 
W w ^ m m 
Iha nietmt of nat psofita and tha voluaa of xttantion and dividaoda 
can not ha antistly tmstlatad. Tha yaar to yaar vasriatiena in not ptofita, 
xatantioti and divldanda faoafally axhlbit aona eltar pattam of ttlation-
ahip* Iha fStietitationa in aaniiAta at* invariably mflaetad in both tha 
ratantion and dividanda of a empmy* Of €ouraa» nuoh dapanda on tha 
aatantion divldand polioiaa of tha B«fias«»ant. k pnidant Mtfiagaaiant 
will alwaya andaavour to «alta tha polieiaa on yatention mi dividamia 
ooiipli«antaxy to aaeh o^ar* But* nAmw libarat dividanda art tha cula 
and pzofita of tha ptoapaxoua yaara ax« diaaipatad nithoyt giving duo 
eontidaration to tha fkituio financial naada» tha catantion polieiaa ata 
nagUotad rathar thaaa caaaa to axiat. 
liJiliLlI 
thaxa axa yaaaona to baliava that tha intamal r^aaouwaa of cotton 
taxtiia induatir hava not baan uaad ita own davalopMnt. Aa oj^lainad 
aavlitt that aavlnga ata aada by buainaaa unita for a variaty of toaaona* 
fhoy «a»a bzoadly elaaaifiad aa pxoviaiona, vaaaxvaa, and atizplua* 
-(aw)-. 
l>««»vl«|ona m f iRtdt font ^ontlngfni liability which thf istitlntsf 
unit htt to nf«t In lutift*. Dtpftelntlofi fund alto fallt in this 
ett«9oiry» 1ti« Iwult mdtf 4§pMeUUen g^emuUU Sntld* tha buslnatt 
OS ^ y inwuttd oiittl^t th* taualno** whan aom Ifitayanea t>olley ef 
ttplaeaeant ef •§§§!• It t^an* Staillaylyi •Snltlng fuiKSt ava nalntalnatf 
althar to s«pl«e« m iMtt ot to «»oriit* a dtbt* I f tha iHialnttt hat 
no iMMdIata itat of thaat l ^ t * thay ata invaatail oiittida to •am i »at« 
ef intatast whl^ i togathor with tha aioiint of Inataliiant f iK^ toy tha 
eozpo^ation an«bl«t ^ m to aeeuiulata tha yaqtiivad anottfit of flmat to 
(titohaxga a ^ e l f l e liability. Stallatly^ tha apoolfio ov «anat4 
f t s tmt art althat vatalnad In tha fciitlAttt for flnanolng dtvaloiniant 
pxogfmem ot ^ay ara lo«nad otittida tha boalnota. 
Iha eottOA t^t l la induatxiaa hava alto accineulattd htifla flmdt 
out ef ipxofita, but tinea It wat mantginQ aganoy ayataa thaaa fbndt 
wara dixaotad In Inatltutteg naw Induatrlafi Inataad of auKiafnlilnt ^ 
oi^ital aqulfsiiaAt* Pxofaatov t^ Aanal^ iat In ono of thi$ psMslar ttody 
hat thovn tha sola of ootton taxtllt Induttfy In initiating Induttvlal 
davalopsant. Ha hat polntad out that In tha cotton taxtlla Induttty tmdtt 
sanagine agtRCy aytt«»t *thazt hmra baan eavarti Inttaneat iriiatt laf9§ 
t i » t htva baan placid at tha ditpotal ef indttttrlftl eoncaint*^ elthat to 
ttart naw Inditttiria coneamt to agira etha» alnklng imita txm llftinclal 
oriila. tn thla w«y In aoat of tha cataa tha ctltia in othav IndUitrlai 
haa ita advavaa laplicatlont on tha fln«toial atabllity ef tha cotton 
taxtila inidittffy. thla policy hat ebvlotialy nada tha Induttfy poet In 
tha tanta Hiat It could not titlllta Ita asvlnga fe? Itt own davelei»MHit* 
L Lokanathan induatirlal Ozganitatien In Indiat Qaexga Allan I, 
tmwm Ltd.» mtrnm ntx—u t«ndon> 193», p» 923* 
Ptofttaoir Htztri In hit »tiMly •tj|>povtt t}»l« point of vIm wlMn ht 
ghowt thit Hm Maiiafilns AgtAtt who mw Hht filonott In •tattlfif th» eotton 
ttxtllo industry In Sntfla htvt ipftiid thetr n»ot« In othor Indutttlot 
thmigh tht ptofltt of tho cotton toxtllo Induttry*^ thit f«atui« of 
tho Invotteont of cotton toxtUo lndoot?y oontlnutt «v«n todcy, tho 
toUmOng tthio «rlll thow ttiat Invot^ont outlidf tho liiolnoot oenttltotot 
ttliout 4 pot etnt of tho total aasott of tho cotton toKtllo In^ttty mA tho 
htoafc*!^  of thoto Invoatnonto will Indleato that Imroafaont In Indttat^ial 
aharos and auboMlarloa oonatl^to about 6ft p9t cant an<S o«fit 
ra^poetlvaly of total Invoataant^  
TJiBiEyiXXIV 
TOipi mrm ^ i m mmt 
(in li^ha of fit.) 
1965-66 1966-67 ^967^ 
I* Itotal Invoatiaant aa poroanta90 to gxoaa 
flKotf aaaota* 
3*4 3*2 
2. total Invoateanta •• •• 21,98 SOflO 21,04 
•ovaxnaMnt aocurltloa «« 
Stal-^voxnaant aocurltloa •« 
Indttatrlal aoeurltSaa 
Shatoa md tfobonluroa of auhaldlaxy cot. 
OthOM 
1»99 
37 
Id,30 
0,70 
3» 
1,46 
M 
13*36 
9,14 
37 
37 
13,69 
»,29 
34 
3* Induatvlal Saeurltloa aa povcantago to total 62*6 
InvoatMant 
64*6 6S«t 
4. Sharaa dobantutaa of aubaldlaiy 
coKpanloa aa poreantago to total 
InvoatMnt* 
26.9 24.8 2»«l 
SOURCE! Octohor, 1970. 
Ihia i^lley of Intav-^tporato Irwoamant la no tfouht haa a algnl-
f i c i t Iwpaot on tho rata of InOiatrtal dovoloiawont of tho country, titt I t 
U Haxarit lURt Iho Stmctuxo of tho Covporato pylvato 6ooto»» Aala 
I»ubllahln9 Houao* 1967, pp. 19&-246. 
hftt advamly affteitd ttn •^•ilabllity ef th« Aitidt for tit* Ma«xnlt«tlon 
«)iough tntcmal iotifett. Thii«t fewtM** low ptofltabtlltyi lil«h 
high r«t«t taxattont InvtttMfit poltey df cotton toiitllo Intftittsy 
U oloo toiponim* fox- Mdttoifig tho Intomtl tanrlfigt ilxiiml»g 
•lotfamiMtlofi* 
lloiii«lly» «titfttilafitiirtfiQ ^iqpiiiy iiii;>f>et*4 to li««t « tilgli 
ilogwt ol ftoaiiolal •olf-tuffloiofioy* SuvIIHI oxpaROton ptteMSf naniifoetitrSiig 
Mtott to i»eth ttio Intotnal imiII «§ OKtomal oouteoo of ^mds 
io» aeeiiMilttlng phytlotl Mtott* In oontirast to thtt* <iii»lfi9 tlio 
eonttteilon i^ttotf vtduftioti lit •ddliloUt to pliyt&eal »ts«tt tto toootfttfilod 
by • 4061 iiio til th* oxtoxnal fluitrieM •» noil eoaptny** •wlngi. 
A olKidy of th* •outttt of flfimelng eapltal fowatlon of 448 
eoaip»it«t gnd tlio oicttnt of tutosiial «Rd lfit*tn«l flnanelng of not fiMod 
•••ott fomatlon »«do by th* taKttlon Gnqiitty <3eMil»tlen for ttio ptHod 
9 w l $ amm Uitoyattlng f«attfi«t» IMirlftg ^ la pattod addltlona 
to pald-«p coi ta l (Ra* otofoa) m4 to boftowlfiga (Ra* etoaot) wax« 
tlia prineipal aeiiteaa of Aiwla fo» tho ftnanolng of e^ttal foxiiatlon* Of 
^ autatan t^ing hotfowtnga in bank tenowlnga ftptaaantad 4U78 
fl0t «ant» mosdtng 209 pat eant liievaaaa ovar tha parlod I946-91* Tha 
ln«ya«aa In bwk bottoiilnga waa ona-half of tha total Incftaaa In boytowtnga* 
. With fagaitf to tha flnanolng of ai^tfialoa of tnduatiy or not 
InvaatMant In fixad aaaata during tha prinelpal oeiftoaa waio 
fiail) ability oipltal and rattlnad ptafita, tha Taxation in^lry Oeanlaalen 
tbaoxvadf ^It a^^art ^at eorparata aavinga pxt^ldad a Iax9«^aaurea ^an 
naw iubaerlptlona on tha whoia, m tha flnmelng of Induattftal a3q»analon 
4hi»lfig am posVwftt in«tiidlng fiw coMpaiiltittii v t^tct of tht 
OMM eetpoMt* tottng* m f •van is0t* laportant** IVtt 
OoHilt«t«A ftiftlwv »l)t*i!Vts« **tlit l « f9«tt Snettit* aHMig tti« ptlitelitai 
Mailt of flnanetng took ptae* In terfowtn^* tlit tnerottod tapoirtoneo 
of fcomwlfigt m m i M ^ • t ^ to I94it tio«MWty« hot to oonotdoMd 
In tho Ituht of th* difRStd |»att«m of atatis i^oh Inelti^ad a laigo 
ptopot^on of Invantorr In W^U Dw lnetoaa«El hotmidng waft ^ 
•0X0 ^an aoeoimta4 fo» hf tM Intsoitt In Inyifitovlot**^ 
in ^ yoar 1952* iHiUt Indian Induattlott Ineliidlfid ^tton 
taxtllaa ai^aylanoMi aatba^ ^ato wat a constant 9«e«tli Ofwa«da« Surlng 
tha {>a»lod Uta Indian Snduatfloa taglatoietd a imeotd Hm of 90 
pa» eant t>otli In ^ 9>oaa and aat ftxad asaota* tftila ^ f lod la aim 
ofeavaotatlaod by ^ latgtat o^ltat fonaatton In tho cotton taxtllo gtoi^i 
baing ^ oxotaa out of a total fta* 44) emtoa fe » all tlia Induatvloa* 
Intamal tousoaa conttHutad naavly 60 |»a» cant tow«Ms ttia total Ainda 
iMlng Se69 oioiwa« f6t 9toaa oapltal foaaatlon and toaatvaa playod a vital 
xola aa an Intamal aoiixoa* In tha yaata bofflnnlng f fo* 1990 to 1993* 
taaatvoa toaa hf aa aweh aa S9 pa» cant mA iiotii ^ eaipltal and taaaxvaa 
togathay ateountad fo» Ra* 66 «to»aa balng 32 f>ay «ant of tha Intamal 
xoaauxeaa* Howavavi In tha yaai* I992» thava waa ahaip daellna In psofita 
•dileh waa voflaetod In tha addltlona to tataxvaa* I t doellnad ttm fia. 7f 
csoaoa In 1991 to Ra» 10 oiotaa In 1992 Mid tha fatantlon aa potoantago to 
not pioflta wtkad oot to N 29* Evan thaftt taaarvaa baan wich mm 
laportant thm paid up eipltalt panleulariy In cotton taittlloa and oanant 
tnditatftaa diurlng tha flt>at fiva yaar l^ lan partod* 
1. ilaport of tha Taxation &mirf CoMlaalon l99»-94 Val*!* K>«I19»I17. 
2« |b|d» 
- ( a w ) . 
Dtpxttftlatloti •• « toure* ot ftindt tuMl «fi iMpftitint pltet in «li* 
tmiiSlt 9f««ii|>» aeeountlfig fp» mm ^an 90 «iiit total 
muw* of ftindt* la Hit adtoptlon of tt^tor etf^lt 
polleir towax f^ tht of 101t wat rtq>oiiilt>lt for oontldttabl* dtoiino 
Ifi bank and trado os«dttert» vilitwat In tut two htA Incstattd 
ftibatanitally. mt bwdi csodit thowad iavgtr and l90a«0wln$i 
«oiio«fitratad In law ^mxpk Inelitdlng cotton tofitlloa and ailslitoaHfit 
IndvatrUt* Ratalnad pioflta too» ^lafad a vital tola l » eotton tixttlot 
and ixoA and atoal ludaa^loa d u ; ^ tho Mm patiod* 
mni ttgaxd to Uta aoufoaa of flnaneta In Indian lfidtitt»l««dtiYln9 
tha fottff yaars pavlodt l>aglnnlfii faoa 1990 to foot fllHia of tho 
total flf)i«i«tt l€0 eiofoa) waa ^>ovldad br Intaxiial affittooa. Out of 
tblti Maoivta aeeeufitod lo» Ra» exor«»| Da|>ioelatloii f$ ofovta and 
Tax pfovlalona fta* IHt ctoioa. the taat of tha #ioitnt l«a« Ha* 37 oiotaa 
waa pxovldad atalnly by oapltallatd voaaivaa «fid to^md of dtpoalta* 
At aoalnat thltt a am of Ra* 49 ototoa^ balnf ono^flfth of tha total 
flnaneta waa pzawldad by txtttnsl aoiifctat Oitt of this ei^ltal 
•ecountad fo» Ra« l i «io»ta and Somwlnft Bu ST 6toirt»# Hit bo«»owlii«t 
of Indian Indutttlaa had btan Mieh tha aioct ^ y t a n t and §imt* all m 
aiaSov aauvota xtcoydad a atoady tiaa fvoa 1993 onwatdt.^  
Aa aotad ta^llty, whllt Indian Induatylta tatalnti a.0 par cant 
of not pireflta In Ifiat Hit lotantlon by ihm toit attadlly to 46 po» oant 
In i m . At eoiipaftd to th|a» tha cotton ttxtllo Indiiatvy^a fotalnad 
pfoflts liltnoaaad violtnt violatlona «fid tha Induatxy had a dl^aavlng 
of lta« 2*10 eiofta In I993| at eonparad to a not amrlng of Rt* 9*40 
evovta In 1999* Tha Inpaot of tha vaylatlona In pftflta foil laigaly 
I* Sapoxt of tha Ttfiatlon Cnqiilvy Connlaalon I99»i«4, Vol. |« p^  |2I« 
-(290)-
on f*t«ntion of pxofit*. thus* whil« In profit aHet tax deelintd 
thaxply* dtvidtnd 1*11 nominally and i?etaln*d taxning« foil by Rs. 16 
exorefi. Constqutfiitly ftm 1953 onwaxds increasing proportion of profits 
wa« rotainod by tht Indian industrioe. Howovor, thie foil far short of 
th« inertasing r«4uirtB«nts of tht coR^^ies. 
Th« beginning of the Second Five Year Plan, with its etophatis on 
industrialisation* witnessed a more pronounced growth in the Indian 
industries* The narked increase in assets, the rate of vdiieh was highest 
for the post-war period, reflected this growing tMnpo and its maintenance 
during 1956* Along with the expinsion of assets, there was a siaeable 
Increase in salesf pzofitsi tax provisions and dividendst Of course, 
de^ite all this,, no eppreeiable change in retained profits is to be 
observed. 
As regards the sources of funds of Indltfi industries, an outstanding 
feature in the year 1956, has been that external sources energed out as 
a vital source instead of internal sources. Intemal sources dwindled 
doviA from 56 per cent of the total fUnds in 1955 to a meagre ^ per cent 
in 1956« During the sane year the anount of dividistds was stepped up 
by Rs. 35. cxores to Rs* 42 crores and the percentage of dividends to net 
profits rose from 98 in 1955 to 60 in 1956* This reversed the downward 
trend in the dividends noticed since 1953. As a result of this small 
rise in dividends the retained profits renained almost unaltered at 
about Rs* 3 Crores and the percentage of retained profits to net profits 
declined from 42 to 40. This was due mainly to the less suffered by Jute 
ttid declines in cotton textiles. Some companies were, of ctHirse, compelled 
to resort to reserves for paying dividends. As noted above, in 1956 a 
significant shift from intexnal to external sources took place and under 
the external sources bank lsredlt'jwas jby_ far the most important source. 
I9it«it» m^ «tltt« OitJrtnt l l « l » i l t t lM « « ! • ii*icl tn ii«>i»ttiftet» 
•eeoiiittno i t emt « f th« total* At a9«ln«t ttilft* lfit«ffial 
•oui«M at Hi* aeeomitad fo^ 3f pt» sunt « f total fUndt niiltli 
wtxt i^Y ««ftt III ^ pnvloua yaat* Intamal tottx^ti toi^rlaad 
of Ftti Raaaivtt «iid 8axf>ltia- Ita. «votta or «iiit| lM^mtatl«fi 
a#aam« Ra* fiiotaa or |»a» ««nt md taxation ltatam« 4 i»a» tteot*^ 
t t ha* 6lmady tmm tiotiead »arU«ip that th» yaa* 1957 waft worat 
fo» In^stylfft In mi fdr «0tt0A t^xttla sitti^ in partlsulat* 
in* cotton tairtllaa fieni mtHw0d a hy^ a Rat a raiolt of 
« * 
aiMltten to vatioua tataxvaa tt«» fomtng tntaxAtX touxeas 4«»lfKtlad 4o«i 
•Ktatnal iwcAx t^d a subftfliitttl rita. In tiift y«a» 
l ^ y a tto<iar*ta »laa In the tatalfia^ #aimln9« tnAim tndnatrlaa vat 
taeoxdad* a latylt of radtietd taeoisiraa to l^ottoiftoga ttm bankat IIMI 
i^ata of aietatnal aourooa daellnatf titAtply in^ tlta ihata 
of tntaifial aouvett m— txm 27*7 p^f eant (ita* «fov«a) 19S7 
48m5 p0» oant (fia# W«7 «f» faa) in llK^* Itaxitad Mta Sn taxation f t t a m t 
m^ dapx^latlon »aaaxvai «raa yacoMlad* Stellatlyt addtltima to o ^ t 
fraa ivaawaa and autj^ lua too» «a§ aitfflcltntly hlgti*^ 
Aftay tlia Qxaat aat ll>aett In th« thxaa yaaxa anting 1999$ tfi tha 
aaxt tm ytaira i.a« mi IHI tha woslkinf tatuita of oonpaniat teptovad 
i^xaolably* During tha yaar •xtatnal raaouveaa of tha Indian 
tndiiattl«a aeewantad fot 44 par eant of tha total ftmda. Tha aratalnad 
pioflta •• paivantaga of pxoflt hafox* tax was par e«nt In tha tana 
yaar» Tha axtamal aouma of l ^ t had ^rthar Ineraaaad In laipottaneo* 
for Indian Inditatrlaa In tht yaar thaaa vara 51.90 par e«it of 
tha total f ^ a for ^a t yaar* Tha ratalnad prof Ita aa pareonta^a of 
U tbld, p, 9 
^xoftt tefost tw h«d d«eliii«d to 18 ptr tint to 211>*> 
eiQt In th* ^vftloit* yttx** ^artieiilevlyt tht Mtatntd pietitt of cotton 
ttkiilot hKt A MooKl fttoif) fal l ^yfiig tho yoty 
1999-60 1961.62 1963-64 196&-66 1967^ 
mtttnil Rtoouxtfs 62.8 41.2 44.8 40.3 
extemal 37.2 44.9 99.2 99.7 
mm 100*0 100.0 100.0 100.0 100.0 
SmitlCEt Rttoiv* B^k of IfKlto 8ull«till» 
tilt doellflo In tettintt SKVlftg |« Iwynd to InflvMneo sinott t it 
tlio octivittoi of tilt Oiiq^aRlot* Moitfliltstlon em Dot ho en oxeiptton 
to thit* k m^oflton of ooutett of fiA«neo fot tBodoxnlootion in ^ 
following t ^ l o iuppeyt* this vioir* 
IntoxntI BowNixcot 
Oomotolol Bankt 
nm iondins Intti. 
tuUont 
OtHtrt 
S750.IS 1490.90 
(W.6) (62.3) (61.6) (2^.1) ( » . 7 ) (30.8) 
74.36 6^36.30 T10.96 2«.63 629.66 •TO.af 
(19.0) (14.4.) (I4.t) ( « . 3 ) (10.3) (12.4) 
40.29 999.90 639.49 170.77 1201.83 1372.60 
(10.2) (13.6) (13.3) (17.6) (19.7) (19.4) 
72.37 425.21 497.90 2!t3*30 1891.99 Sm.89 
(18.2) (9.7) (10.3) (28.0) (30.3) (29.9) 
- 4410.^ 73 4y4. 
FigfifO in iwM^ito Mufotiint iioicontftfto to toti fT 
Souteot tndiiii Tt>tllO gMllttln. goiibw. Soot, l^m.tm. XWUXtt, 
u imt 
Yht t«bl« ihewt thtt In ih* 1965-66 to iftout 63 
p»» ««iit of tht »esoux«tt wtaro svaltaiiAt inttxnally idKllo lot fflMalnlng 
etnti tht aililo hud to dtptnd on outtMt ngtitoios* St It •ntlclpttttf 
that I f tht pvtttnt ttndtnoy I t allowtd to eontHnit tht Inttnal yttouxctt 
io» aoatxnitfttloR will fall dvattleaUy to 38.3 pt» etnt of tht total 
«tioui«ts ttm tht previous Itvol of 
Tht «4jofr ftaaon for itlllt in ttl tht thttt oattgoHtt not htind 
i^lt to t t l i t aiStquatt Inttmi^ tt^utett Is ttattd to bt tht low ptoflt 
•ai^lit In ttw Mi i t ty « A It^iltng §foup of ull lt hat txplaliitd tht 
atfittal poaitlcsi ttHalnins In tht Industfy In Hi following ttnoi^ 
*nrht of ^ t t t i t l l t Inaustiy aft txtMitly fluetuatlim 
d^ lHMidtftt on ^ gny and ira^td faetof» tueh as t#t» ine»tatin9, 
irav Bittiials* stovts md lahotsr eosta wlttMut hote^ coiiBptnaa^ 
hy a eoMBtnttirat* inottitt Hi pfoduetlvltyt toittahlt nailitt 
eof^ltlont end nountlns txolat fiiitltt» At Is mill^ knoHfi tht 
psofitahUlty of tht textilt Industfy It cnong tho lem9,t l t » 
any Induttiy In tht fiountxy ami afttr pte^mt et ima$t tastt 
and a ytnaanohlt momt of dlvldtnd, thtxt Is nothing mieh of 
a tofplot I t f t f9ir financing any laxft sealt p3(0St#et of 
Mhabllltatlon md vtdtmlaatlon* 
« A part of tht tttalntd pYoflta, If anyi and dtpftolatlon and 
tftvtlofwtnt tottxvts avallablt taeh ytaf $ots towoxda payntnt 
of past dthtt Ineitnrad on aceount of naehlntvy* 9to«t alrtady 
parehastd** 
mm fi^ig nyiifffi^ m mmm* 
dfoifth va^ of tht eom>tnlts It diftttly iftlattd to tht vttalntd 
taxntaQt* A coaipavatlvt study of 9»tifth IndUtt In tahlt»txms shows 
^at tha cotton ttxtllt Induitiy Khich has xtlatlvtly low pz«f|ts tnd low 
Itvtl of fttalntd oaxnlngs havs low ratt of eipltal f)»ssat|ett« 
1* thid* x n t ^ x . 
T2krtiB . MX 
iHPiisiTKy ^^ MmrsiM^^ ^^ ^^ ^^  
mMl i m ^ t 
U a>OM PiofH •• ^ ^^ J 9.7 i .4 
tt ltt ntt of yt^af* 
ind dlie«imt 
2, Pm9i%$ mtiiitd •• ^ . ^ 
|i*f««fitagt e l f>to* t.O a0«4 13.6 
f i ts tax 
@ito«« fbm asMtt 
iOlilttlMI 
7,2 10«» 9*0 
4, Nat ftxMl atwit 
ioxsatioii ».7 7.0 
% Gfoaa Cipltal 
UOA. i l . t It.O f .2 
|}«t Capital Ibswatlon 4a 10.4 8.1 
T« Qrott fixad asttta 
iDSBation tf ptxcaii» 
taga of attatt 
42.9 52.« mA 
Cip&tal fawattofi at 
pazeantag* of aa^ta 
loaiatlon* 
79.» t8.0 
Srt«tna2 aotftoat at 
pateaniagt of total 
aouvcaa of funda* 
ft8«4 99.1 99.7 
10* Sneytat* In bapk « 
be^wwlno* |>«|w • 93*3 34«6 41«9 
cantag* of tetU 
•xttfnal touxcta 
of ftndt* •SnaieaUt fi»t xtpnyMiptt, 
— M bei. pp. i«24» I62d, mz mi im^ 
Ctsota pfoftt at pttttntag* to of 6«l em% tn 
U*UU Inauttiy than 9*7 f»«f e«ftt of all iftdustHft* Rttalntd 
«tsfillk0t •• to pfofit bolott tm of eottofi i « i i t l l « tfi^tt«r 
i t mlf |>t» etnt tt igtiAtt 13*6 i^r otfit of all tha Indtfttrltt 
III tha Ratatva Bank of India tludy* 
CMittqotfitln tlMr eottoA t « » t i t « tndiittty tiavt only par 
«an% of 6xott Ftxod Atttit l^saattofi tt tgaiiitt 9«0 par etnt of i l l 
tilt Ifidttttylot* litt fistttf Attoit Powttlon of &«7 pat oatit lit cotton 
tixtlla Indoatvy I t only t t l l l lowt» than 7*0 ptt oont of oapltal 
fOtnatlon In all Indiiattltt* aiott fixad aatatt fowttlon at ptwanttfo 
of tttoti IStmatlon In cotton taytllo Induttiy «at only 42*9 pt» cant 
at t0alntt |>t» cant of t i l tha Intfuttilat* 
Coital fotftatlon In cotton taxtllo Intfoatsy wtt tiottly flnanctd 
by txtamti tgtncltt. At catipisttf to otht» Intfuttvltt cotton Uxtllo 
tntfttttiy flat 4»tiin attlttanca turn txtamal tousett to ^ antant of 
79*9 cant of total aouicat at tgtlntt 99*7 pat cant of all Iniitttti^ltt. 
nw aajor pavt of ONtamal attlttanco to cotton taxtlla Induttty wtt 
axtantfti by l>«nk bonowlng^ about 53 pa» cant at astlntt 4|«9 pt» ctnt 
to all tndttttftot. 
Tht ttttdy* htwavar, pyfiia facit ottabll^at tha catt tttalnad 
tatnlngt at tha InduttHot lAo htva high vatot of aiptntton t i * thott 
htva dtiM najor aotitct of fln^ca frcn Inta^al tairlnft* Hilt 
rnplY tuppoftt othat ai^itlcil ttiidlot which thew a clota dtpcndanct of 
Invaslmant on tht flow of tttalnad attnlnsit and dopmlttton tllowwicty 
^ t tttklng Invattiiint a Amotion of Inttxnally tvailabit »athot th«n 
total twrlngt* At t ivlo,tht ctnptnltt profty to plough bt^ t gtoatat 
p3(9|)tHion df pittflti i t ^ t m y «ti9«t 9f thti 
thM imm Involved In ir«isiiri9 Hmdt th« 
tfi this eoiifi««fl«n both ^ QewttniMnt «nd tht eoipoiatt 
iMiR«Q«H«it to «tftiBlSii« tiAtiiel*! poliey* I t i « ^ |»ipo«t 
of tM iitirt Ghi«>l«f to m iiiti9»at«d ptogjtmm tilitxtlrr tho ooy*ifM«fit 
fxtiAd • holfli^ iiwd to ^ oetton tt i t l lo liidiittty to oiiiiblo tHm 
to zoaeh ^ t ttago of t«li»flrtaiie«» 
gpjfffcf a I f If* 
St em tot ec^tliidod ^ t p«ofttoHlity> intoxAtl iMrHist md 
liodfsiiititlofi tfo liitf»»«tlati(f Hffietiofio* Bu«tfi«tt tavlnoi oto iiodo 
vtth • v t t lo^ 0t •ott¥*« Isut tiiit«lit«di only with tht |>xofltaHllty 
tbt op«««ttn9 tiMit* tht ««fiilfi9 iUtlty etn not ht d t t t i M ftoa 
aodttnitatton* Modtidttatioii oiiiit at t^daeim ooatt incftaiSim tmiiovty 
Hid tnhafielfig tfftettDey* this Uittf^matlontidp l^euQh t^^oftunt for 
tht tutvlval of m i i idtttti^li <ll#ficiitt^«aiiit»tii#~l»»tit ^^-MirSiijr 
aiMf ttwoatMiit l^ t tono tn lutifiOM «?t dloliittgirattd* tht Indua^ 
eo«ild haxdiy teeuMilatt tdtt{Uitt things to fosttt dtiftiopmnti 
Tht oottof) toxtilt M i t t t r could fwt •ocinmlatt ntMttafy l ^ t 
fo» aodtsniaatton on affctunt of ton ptefltabtlitr« ht^ h t «Ht of taxts 
•fid ot«l>lt dlytdand policy, Bfm tht imdi ^ t h m kotn MVid wttt 
not uttd fo» Intomal titpiAtlOA* iht eottoa toxtilo Induatty It ft typleal 
of M«iigln9 Afltney tytttn of fmanot tmdtir «^l6h tht pxtfltt 
of Industry h«rt httn uttd fo» Initiating dovotopatnt In othot toetort 
• f ^a aeontiiy* Haiti thtit It a gttat nttd to yatlonallto tht Ifnrottatnt 
t* Miyoti and £dwln» K* Iht invaatntnt Dtoltlon* Mttvaid tfnlvortlty 
Ptttt, Caafeyldgt. m t , p. It* 
lioltey of cotton tmuUl* lfidto«tiry wlwc* Its Mvlngt eouldi bt 
fQ» financtng ttft om gsowttw Xn othoar ftt«|pt hanrt U t>« ttkid 
In tin ti9*t intimet to SncMatt tb* ptofitabtllty of tht tndiidtvyi 
fttcondly « toiiRd policy of ippToprtatlon of pmfltm list to bo a^toi l 
and finally a ti«o of tho iaivtno« for Intoxoal giowth of tlit 
induttty tisvo to eoneolvofl* thost pfobloet of oottcfi toxtllo Indottry 
oan not bt topafatotf ftoa tlio national ooohmiIo |iolt«tM« 11» p^nfiOit 
« f tho follotdnf eonolodftng eiia|>to»t thofoforo, la to auggoot ways and 
noana nhotoby tho cotton toMtilo Induatty could toach • atago of a»to-
flnanco within tbo oeoi^le and aoclal f»«B«woxk of tho eoiintfy* 
"oeOoif 
^mm-MU 
mttmBtm mfo^mmcB m A proc^ OF 
A tevltw 6f eotten ttxttl* Indtotl^ m^ of ttft ftfiiiidlttl 
•••tmx^t* Sn this • i ^ f tndi«at09 |>»elt»|A«fy 
liiv« to h% Ukm to €lt«r gxound th* to totoh • •tag* 
of Mll^flfiiftco. th0 InAittfy mat fc* gtit4«is tn ^ t la)»l«Miit«t|on 
of l t » p>o9VMnt tnd fthould fin«iet«lly Maitt^* 
Tht nt«(i fo» ttdmletS ^tdmw urtMt wmUdy on teodMvnt of 
tht fiot ^at through vapid toehnologteal dawolopiMfit nodtmUatlon 
ha» booMta m n coapli«at«d* St tiotdt tho attitfaneo of tptttalload 
aganolat who baaldat tochnteal aaaiatMieo «oi»M alto oxtatKl Itondt 
fof aptelflo piogarawot of aodtttiiaation* Eaeh f lm hM 90% dlittnct 
pwbla»t «Meh notd a taparato t»a«tMant« St will not bo potatblo 
fat Sndnattial Plnane* Coxporatlon and othav aKtatlng atooAdaty 
InatStatlona to axtand taoDnloal advioo Car aiodamlaatton to tlw 
ti|>ldly cHmgSng ttetinologlefti dtiv«iop«Mit» Ufewlt** Katlenal 
T*xUI« 0»zporatlon iditeh has eoii» Into ffiflAtfne* to take tjp th« 
eontiot of •Ick Induetrltt hat an «ntii«iv <l|ff«r«nt ef 
operation. Uptll now tlxfy-fseut thouaana wotkott tittv<i hmm 
at a rowilt of th» eoi^ratlofi*^ t«l(o ovor of 23 tick s l t l * all mw 
tht eountiv* 
th« hat eowpltltd tm yaart of *xltttiu;t <ltt»lng wlilcli 
altls mm ttkm m^t* Twt|v« othars had l»atf) htooght uiKtty 
fovfXDMwit «Nina9iiftiiit bofoio the cam into Isotng* t%»lhoir 
f«w othe» lililo In €u|»at «Rd tmil a^dy will t>t taktn oir«t ftbottly* 
Aeq(ii«itloi} of fht l « psovitfad fo» in the now tehinos fo» 
steonatfuetlofi mA »o<|«fniottlon to onmifo thoir viaHIity 
tltlvan«t« atainat privsto nillt* 
DioihiII Mllla titan oiror wm old ma m*t of 
nt«d naw »aehiJiaxy In aloout tm yaara, tho flaw iiif)a9«MN}t wa& able 
to pTovldo for daptoclstlim ind Interoft on tht notlelfig oi^ttdS* 1li*»* 
«r»so no tmaold «toek» lying with tha e l l l s «^leh « t t « Aolllfiii llwlf 
pzodueta at rato that had «auB«d eot>eo>n aiiong tholv eem»ot|t»irf« 
tha total momt aiado avallahio to Hit (iatlontl TtKtllo Ceipora-
tlon Blllt to ft? wtt ftf I99liekt. I « addition^ ftt* 118 lakht htd httn 
|fivttt«!) to opavata a tcham fot> tht tiqi^ly of eotton to ^ t t s l l l t 
on a no»psoftt batlt. Stttt Gmraifiiitntt piovldt m pt» etnt of tlw 
woxklng otpltal whtn tiek iilUt «t « taktn ovt» bf tht N«T«C* Ahout 
at. 17.5 etoftt will bt aptnt on «odtin|tttlon of tht all It diivlaa 
tht mmt four ytart. 
•(300). 
Hm Pii^ ltD Acceuntt Oiniltt** In |t« SSfh Mpoirt |>f««ant«d to 
til* l « l tiM ffij^vtttf ^ (39tf«n«itnt mmU ear?y m% • 
t^tdy l«i &f « fnt«ttfm ^ ieiitll* ilMilifttr* 
ttwiigttMftt of 33 » I I I t i^ieh mm tm an tia v«t9t of « l« i i ir« 
IiimS bm in «t»tl)ottt«d eentvoltc** ii|»p0tfit«tf br tht C^tifMnit 
iiMl«t ^ I f ^ t i t i t t CS>«tr«lopMn% ina Htgulatlon) 
«e^iMitat«(} of thfst e t lU novo 8«« I t ^ i«kht p f i » » 
to ^ o ^ t t ty «h» cen«»ollers Inetftatttf to 
liith rntmmmUf* Pi^Ue A m m U Oeawilttt* ^oiitad ii^t 
»«atofit for tho eonflntii^ lottot ihettld bo gout Into thotouQlily and 
uffant ati^i talan to ll<|ttl««to or foeonatxitei tlit mlllt* f u r ^ t * 
ttioxo a«o 5»967 piipltia « t « f I In 16 u l l l i tekafi wt by ^ t auttiotlaad 
eontsollera secowitlnf t riiisfioiai tom^lan of 1II.3I taktia p§3t 
MHitlu Hia OoRRlttao hat also axi^mtetf Ita c^ieatn ^ t tlioto tiacf 
baw • slf^lfSemt » la« Sii «ii|»«i^ltiti« In of 
cutltt a im mUlB tiUw ^ t l r tMcoMy^ osr by i»tlie»la«^ conttollova* 
I t lOf twwfvairt ^ettlofiablo tDat en apney wlilelt ttat nmm Into 
•xiataneo far aaaiatt09 d«val6})Mnt ahoul^  a n t ^ l t Itaolf with th» 
pnblm of mnaffaMRt* A eaotlotta aiH»toaefi will mm**^ ^ftt tHa 
National Tfxtlla Oorpotation haa got ^aolflad fiusftoaa m4 I t ^leuld 
not Im mrafbiicdanatf with a taak of flfiaoelfig nodainlttatlon* I t 
t}ia»«lb»o» aoggoatad tliat a apaelallaad Inatlttttlofi- *COtten Toxtllo 
K^U I t a t l on ma Modaifilaatlen Coxpo»atloii« fcaeatabll^ 
to toatfay uaaftil taehnleal Ififtowatlon arid financial aaslatantt* th4» 
taalt of thia «oxporatlon ahould ba to eolloet data and to foiMilato a 
tinlfSani ptegtaaiw of aedosnlaatlon «ar tho antlio cotton taxtlla 
- C m ) -
SftiMfttiry* St will lti|M>rt fewtgn tut ««)t* thw ««tptdbl« 
to iKiim eontfttlon*. 
Ifi wsiSQim in^eti isi dinrvlcpMiit MIUMNI »tpM 
ehai^t •»• tiAinf 1«M d«v«lop«<t •eonoiiUt ««tt«ilfi 
Sn ^ Mftet Hiftt tlt«y In « b«tt«t petltlim «tialnettt cotUy 
•f i »T» m$ to Hmmi^ • pfse0»iiiB* lAileli tsts l>«tii «will 
«oulif l»o iwol^id* Uttst tfffid In e e t ^ ttelniolofieal <}fv«|«pMiit 
iHist MiMiliisid hf Urn eotrofitloft fnd It tfteiiliS tt* that 
ihtfr « t » te eur i»ien i»<[l«ty* 
Tiriiiif>l«iit«tlon of (S«v«l«|3iMfit mg^mt Hiftiv 
w^mmt^ ^ Irtdttfi «oiKlltloiis ti«« <»fttii ewiswl Mvloifs pmhkmm* md 
in i t l i»im99$ mitlh m»tlf •iip»rti>«itt ma wfmw chouia mmi4§d» 
fh0 Utk ©# nm i>n^M(S toxpotaUen ^hmil^t tl!»i»for»f t© iiJisly 
th» lat«»t (f«v«lo|)Mfit In tvehnetogyt twlth to Iitdltfi ecmditloiii* 
Hit Mcond task of this i^f|»c»v»tiofi will bo to flfiineo « wtit 
plufHittd pwogwmm of nmfttnlMtlon tHt piograwo tHit hat imm 
flnalloid aftor a tiiotoii^ atHdy of tadmolo^loal <ltw#topatiitt* fha 
jrtaoiiMav of tMa oofporatlon by an<i laygo ahoulO tm eolloetid kf 
cotton taxtlla Imfoatyloa thoasolvaa. Tba |>ald op oapltal of this 
coxporatlon aay fco Mktetiliad ^ th« oottan taxtll* aiiiu of ttw ^emtffm 
t t I t alta pxopott^ that tha Mills iubtovlblfig to tho pal<Mip oapltal 
thoulfS bo 9lv«i aoKO ooneottloo Iti tho paywtnt of taxao^ IiMfuatfStl 
rtoaneo GSorpotatlon and othov ipaelalltad aganeStt »ay alio t«ibsctll>t 
to I t t |MiltK«|» c^>ltal* tha CiBtval and 8tata Oovaxiwintt idll alto 
Mjbstantlatt »tioui««t of tht pmpoemi eot|)or«tloii. 7h» eor^ iHsratioii 
will alto eolltet eapltal by fl««tlfiQ {l«)Mntiirts In tht Httliilitl Ca|>ittl 
ttafktt «t wtll •t'^ thft lAttvnatloffsl 
Puf^h, eonti^tiing tht nnholt pioMM Sft a eoi^ KttfuHttivv 
»ittAt3r» It I t CGRclitdtd thtt ctrttln pelSey dteltlent and pxogriMM t^ 
for th© tnflrt at a «(N»lt tn tht isoimtiiy thould bt tvrlvtd «tt 
and twoutiht to th« Dotte* of tht etnttral ^•wmmt and tht Stat* 
^•ffni«fitt« 
AfUt dficenttolllfig eetton^ irtilch It tht batle rm •atorlal 
foy odtton cloth* i t i t litpostlbie for tht cotton ttxtilt Indititry tnd 
«alniy few tht wt^tr nllls md tht ttillt ptodtteln® eoarat end immr 
•tdtw oloth to oatR any pxofit In oo&t casta yndtr tht txlttlng pattial 
contxola on pxodiictlon and prtctt of 13 |>tr etnt of px«duetlon« Tht 
contiolt oposTit* to tht «rtQt dittdvanfagt to thtst codrat» ntdltin and 
wtak unitft* looking tht vtdtietd off*tako of tht cotton cloth In tht 
la«t ftw ytara and kttping In fsind th« txitting capacity of the lalllt 
to pxodtoct aiuch largtr quantitltt of cloth than tht curmt cemAMptlaif 
I t I t ohvlout that at a rtault of coKplttt dtcotittol of pfi^ dttetlon 
and pticot* any tlgnlftcant » l t « In prlctt of cloth can bt mltd out. 
MaytMf, a ftw 900d al l l t aamtfaeturln9 popular brandt al^ht itf to 
iraito tholy psiett which tvon now thty can do tindtv tht fft pt» ctnt 
cloth bting outtldt tht conttolt. In tny Cattt tuch aiillt havo fall 
poatlbillty and opportunity of Making tcMt Incrtatt In their pricot 
In tht noii»contxollad toctor tvan undtr tht prttant partial controlt* 
Iharafort* ttaoval of prostnt partid controlt on prictt ani 
-(303)-
f»odoet|4»i I t « m9t l i^tttnt to hvlp tlw cotton tndNistfy* 
m.ffmmH pf W M I M ^ * 
m vlovt of |)iuetty of tttouvcftti i t «t|il not bo foattbl* to 
la|»ailitfit iKKloifiioatloiit hewovot pmwim I t (aey l>«» foi^  all ftnit In 
^ imtuttjry or «v#ty pioettt tn tho Hm* In tlio flirot Snttaneo tmtfov 
• f^ooa pxofiraMM of SNMSotnltstlon only tucti tmitt tn tho tnAittxy 
i«hleh ayt not having latfo pxoponlon of oM Mtehlntfy em tmrfmrtako 
0 ^oMtf md 9tadtml pwogrmm of •otfoxntoatlon ptovldod tho ffnoneos 
Of* fliodo «vltablt to tlitn on ttio fallowing llnoo* 
All &ndl0«noiit fotoign (poiKlaolbio lii|>o»t> fttehlnosy 
Hill bt purehaotd by th® mill* on tM 4ofott«tf payaant a»»«isaiiint 
ftoca tilt m l^^ onoua and foralpi nanofaetiixors thxougb tho aeliatftiltd 
banfca «flth tlM Stat* GovaimMnt^a^toaa and ttii afran^anentt wotfead 
out by tho Cantral Govoxneant and tha ftoaafva Bank of fnrfia with tho 
aiAiadSulod banlct* 
Hit rapaymnt to aetttdulad banka ahould bt apttetf ovor fo* a 
parlod of 10 yaari tnm tha data of diravai of tha dofamd payvant 
loana and tha f l m paynont baginnlng txtm ^ thtrd yaa» of tho drawal 
and aufcaaquant paymant In aavan aqual annual Inatalaanta* 
mm 
ilth Yogazd to la»g»-aoalo oyaah aodoiniaatlon pzogtiMio for 
unit whleh art m a poaltlon to undtnako tha twt, tha potolblSlty of 
optntln« tha financial aaalotanea fo» tueh lax«t aoala imltat tha 
•(304). 
fellowlfig Di«9tMi« of •Misttfie* iMMiitt to bt f«tttl»I#« 
Loon «KrafigiBtnts fct m»i» with Hi* Intfittttltl Ftfionet 
CDXporatlen of fiidl** Indytttlal 0«v«lo|!iHmt Btfik of Iindl« tiid tht 
sduNteltd foMilnd eonaovtSiiK lot aifforint roglont to bt foMiod 
for flRaneiA9 itteli t^ pxmwd •pplUmf iwltli tho ^utjralitoot of ttio Stoto 
OOVOXfMlflltO* 
A» tho ivfttton doim vatoo of tht ol4 hieoici* tfwt othor 
ptopottloo It mieh lots th«n tht prtttnt utifctt valut of tht ttcott 
or rtplaewtfit ¥«Iut of tht tttttt In olwitt tU ««ttt» tht loaft 
tdvgnota for iMdomltttloii Mtould not fct ttttrlettd upto SO fitr etnt 
of tht t i t t t i (old MWi Mm) tt at prtttnt Nit should ho ffttnttd tsp to 
80 i»tr etnt of tht valtit of tht now attttt with ^ t ntottttty fowalitttt 
of nd(lii9 mm loan at tht first ehatft or tt ptrH^ttiit f irtt ohatgt 
with any ti(lttiii9 loant at firat «ht»gt» auhjtot to tht total loan not 
to txeetd 15 per oant of tht total valut of tht old and ntw astttt 
(|fieludlA9 tht writttn down valtit of old ttaota n^d tht vaUit of tht 
ntw aaattt). thit I t ntettttty htetutt tht eott of nodtmltatlon It 
vtnr httvy dut to hlQhtr prlett of «a«hlntryt ti|iili«tnt an^  eonatfuellont 
fullng at prtatnt* NoniaUy» tht capital hloek thoitld htvt httn allowtd 
to ht rtvalutd* But appxoprlatt rtiftluatloit of tht total aattta In 
t t » t of tht rtplaoitant or pttttnt aatlttt valvt bting a vtty tithoratt 
and long dr«in proctta, It will tot tlnoat Inpraotleahltt to wait flor 
tht Mvaluatlon Which will vary fioai s l l l t to Mlllt and will takt long 
tint. It It thtrtforo btat and aoat practlcabit to tdvanet loant up to 
75 par cant tt ttlpulattd tbovt* Ihit I t In lint with tht practlct 
followtd by tht Mttlonal Induatrlal Dtvtl^wtnt Ctrporatlon whan It 
9tMit«d tisabl* Umt iot aodtmltittlon* I f or l lvt ttieh 
partlelpatSfig eontevtlwi at* IOIB«CI I t thout<i i^ ftt km dlffleuH for 
th* iodointsattoii OoMiistlonot of th« C«iitv«l Oovoxfantnt «fid Stat* 
Kodoifiltation GomtMioiiort to |>to6«tt cutttbit i^llCatloDt with 
8t«tt <3ovoxfiBiftt <3iii»«nt«« with tht ^onaortliii* 
rapayiiaRt oehodttlt will bo ^roatf tsvw « potlod of or 
yoavt with the firat i^ a^ mMit ba0|finlng afttr tht 3 yoar* of tht 
4r«wal of tha loan and yap«}«iant btSn? inroad In 92 to 32 hal^yaarly 
•qaal inatalmnta, 
Ibr tha oatasoriat of modamliatlon aa daattlhad ahova* 
^a following 9tnaral ei^ltlcHia «td eoneataloiit ara 4R»9gtatodl 
Tha ClovaxMiant nay agraa to aueh gaiiriiitaaa balng f Ivan on 
obtaining ^ fianonal giaarantaaa of tha ttanaftaawnt and (^ l l omt 
agraalfl? net to aall hla'ahara of tha or withdraw any dapoaitt 
of tha aawhara of tha ManagaHant and thair ataeclataa. 
In eaaa of avary m i l raqulrlng nodttt or alxi^lo fintfielal 
aaalatmea froa tha l»anlta» flnafielal Inatltutlona and cofporatlona with 
or without 8tata or Cantral Qovanwant 9iiarantaat» tha api>lleant atlli 
will hava to agraa to tha appolntnant by *'6ovatfMiant «)d tha B#ika or 
Oarporatlcma of two Dlraetora on tha l^ard of tha Contpanyt will 
a«ai«laa apaelflod powara ragardln^ finanea and aiiiiaoaBMnt doelalona* 
Whlla advancing financial aaalatanea aa abova for itmnlng and/or 
awdamlaatlon to any » l l l » Govamwant* Banka and laadlng Inatltutlona 
idtouldf whara naeaaaaryt Inalat on atrangthaning or laprevlng or raplaelag 
tha arlatlng wanagaMnt by aultabla cowpatant aanagasant aa that ptopar 
-OD6V 
iitlSltatlon «Kl MfAty ot tht ftinds and •ffitltnt veiAlttg It iiituMd* 
Govfxneint will «lw» hew to tty««iliit» ma simplify tt)*lt |»i«et(!t>r*f 
•te* in osdtr to h«lp to teplMtnt eea|^ t«h«f)ifilv» iM d^omlftsiliHt 
pxoSYiMMt to th«t th* banks md othtir fln^eltl Sfistttutlont em 
•nd thould coiBt to vindor tho atiovo f|fian«tal «ttl«tMe« 
without dttl«y» hotltittlon ind mtdut |»to6r«ttln*t|ont» 
In onlor to oneoiiyaQO noaoznltstlen mi »lto to ll^lift th« 
luitfin of tho othondso wqpfnslvo and higih eost df i»dttnltttlon duo to 
pf IndlgnMnit aai^lnoiv lNiln9 voty hlfh* tht •tlli* will 
irwiuli!* mm htip to aott tlK eapltal eott of nodotAltatlont whleh 
othtiwlto wrlll hw&mw •xeot«|v«ly tiiiidiii«t9iB*« tt Is* ttwrcfoi^t 
•i^ttt«d thut th« C«nt#al <5ov«ifMitftt should 9IV0 • rtftjnd of 16 i»«v esnt 
of th« toisi valuo of tht iMoimtt Actually paid out hy « iilll In tny 
y«av for tho fMivehttt of indl^ tiiout (and la|ioiltd} attehlntty out of 
tht txetttlvt duty wowit f>iytl>lt liy the coapaiiy duvli^ tlitt ytft»« 
Hilt eonetttlen should <^tinut to tht ttntilt Industsy i9» tufflelwtly 
Ion? ptrlod of tl»t to that nodtunisatlon m • nttlorktl Itvtl It 
tatlsfaetorlly taplaottnttd and eotipltttd* If tnd «4itn tht ^ovtmntnt 
wantt to nilthdrtiv thit eonotttlon* tht aiNsimtt of tionty ooiwltttd 
fov tht |Nix«hatt of n e^hlntvy fov •odttnltttl<ai on ^ dtftvctd j^ gymnt 
btsit by tht eonpany eonetnttd m tht pvtviout ytart should eontlnut 
to bt tntliltd to tuoh vtftmdt till tht dtftvvtd ptyatnts tnftttd Into 
tt flm coMltMntt trt oonplttud* 
Tht batio ftetov Ittding towaidt auto»flninet Is un^bttdly 
pxoduetlvlty and pxoflttblllty of tht Induttsy* iut tt long at ^ t 
•(3(>7)-> 
liututiry I t «fi9«g«(t In earvying out ttw pxogriMit for iiodtifiitatloAt 
i t bt helpM iff riteil conetttionv* 
fh« f l r « t tttp an that Olfwctloti Is to th* eottwi 
t«xtllt induttty •• « "mojrity Irxfttftty** tmdti' ttia Indltri Iiteo»t Tin 
S«etlon 23A ma OmU t « notlft*d «• •ueh In tfit tehtfiul* iindtr tti* 
Act, thli will tnabl« ttxtllt Ifxluttxy to ytctiv* a higlit* » i t* 
of divolo^fiit irtbati at e«nt ¥t to thf^ivoiofAflfit 
rtbatt at 25 ecnt. thit will alto «nablt tht Induttsy to flnjfieo 
lazgt part of thoir fthabllitatlon, toAovatloni stplacmlngy aodottiltatlon 
pxodramtt and imdottako oxpanslon and ••tablishiant of tiaw unltt fxett 
within Its OM TOtouKCtt. Ofiee oaob of tht txltting a l l l t la nodtmlttdl 
m4 tiq^ andoa to oeonomlot of tealo tfi^ fitw uptotfato nlllo ooisa Into 
o]ilatane«» tho Induttvy will fanorato, at tmpittM to Its im—immU 
Itt own pfofltablllty at a wmh hlghoir Itnrol « » eoiMaairtd to It* 
profitability at prttant with old and outwom iiaelilnot. tht additional 
psoduotlon and txtra ptoflt will ylold additional oiteito duties and 
txtva taxts to tht Govtsmtnt loavlns tnmi^ h totuxn both to tho 
Shartholdtrs and to tht ttxti lt Mills for Mttlngi tht xoijiilxaBants of 
npaytttnt of loans boriowtd by tht Industxy without puttlne any additional 
butdsn on tithtr tht txehtqutr or tht eonsuH)t»« 
whtn Induttritt llkt tnglntati09» Bsehlno^toolst phasnsetutlealt 
and ehomloals and various othtr Induttritt art bting olasslfltd as 
•Priority Industrlts«», i t is obvious that sn Indostty llko eotton 
toxtlltt on «rt)ich so Mieh of asiployaiantt national IneoBMt pvoduetion 
and tupply of tsssntlal oosnodltltt llkt oioth dtptnd, should bt «ivsn 
s 'Priority* status. Unltss l i f t and vigour art put Into tht eotton 
t«xttl« i t i t oWlout th»t nOfi* of th* tntifiMtinSt tfiduftttlal 
ii«ehintfy» ebMleal md liido6tjrl«» tm obtain latg* otiStiP* for 
thtit pfo^eit, 
UliliBattlVt in Xndtao «eefto(iy» tti* eottofi t«)cttt* Inaitttty i « 
and will eontlmtt to !»• th« )(lfHH>tA of India* • liMlttat*^ * Ttkaa«fof*t 
uhllt tha Qova»»int nay hava ba«n Justlfiad In not 9»«itlii9 a 
*l>rlo]rlty* atatua to tha eotton taxtila Induatty tot all thaao yeara^ 
i t la iil^h tma that tha bantflta of latga davalopiiaiital vabata afo 
•llontad to tlkia l>«aSe and •asantlal Indtiatry ao ^at tha ht^ h eapital 
toata of lAodaxntaation lAd aatsfellahnant of nan unltf i^uld ba not lay 
this Induatty In ^ aafinar as tha eovamitant h«(va alloiiad in tha 
oaaa of tn^inaayliigt naohina toola* tDduatrlal aia«ii£iiaxyi phamaeauttoal 
and ehaaitOdl Ifidnattlaa, Ootton taxtila la tha blggaat at^loyar «id 
eont^ itaiitaft tha lazgait to tho fi«t|eAal Ificoaa. I t ylalda hl|fh taxaa 
and datlaa» 
I t la baing vifir«d that thia Is tho only alnfla atap adileh 
will enahla cotton taxtllo Kllla to find thal» own ratooteaa fot 
aodaxniaatlon and axpanalon without cutting into my of tha iravamiaa» 
taxaa* or xoaoareaa of tha eantral and tha Stata Oovaxmwnta* Tha 
podatnltad a«ehlnaa will pvoduo* ehaapar and hatta? «loth mft will ylald 
laigar pxoduetion Mhleh will eoiapanaata tha 9ovaxfwant iwieh aora than 
what thay will grant to thia induatvy In tha foxw of additional dfvalop* 
•antal rabata by elatal tying It aa a *priority* Induatry* At laaat 
for a daeada or ao t i l l thia Indoatry fata baek Ita Ufa and vltalltyt 
tha *prlorlty* atatua undar Xncoait Tax Aot, Sactlon 23At la «oat 
aaaantlal* 
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Nhtircver C«ntral Govox«nent or th» State Govarfwent rtnd«r 
long tana financial assistance to tho nl l l « for nodexnisatlon and 
simovation pxpgranaes, tho appolntmrnt of the Modexnisatton 
CMHuitsioner in the Textile CoRSclesioner* & Office ot under the 
Ministry of Conmeree i t suggested so that for future operations as 
well as for current pxoblenst technical and eeoncsiic ailvice and guidance 
are nade available to ^ s e units. Likewise* In the prlnelpai states 
where a laxge number of textile mills are working* the State govemments 
slwuld set up sinilar orgmlsatlon of State Modexnisatlon CoiMlssloners 
at the State level. The Modexnlsatlon Conmleeloners should be ejqperlenced 
technocrats* having worked in the textile industry for at least 10 to 
19 ^ars In responsible cii>ac|ty. They should be assisted by suitable 
competent «id technically experienced staff. 
Bie above assistance of higher development rebate as "Priority 
Industry** and the modest concession In excise duty recofomended earlier 
to cover one-tenth of the act»ial certified total capital es^enditure 
on iBodexnisatlon ( I .e . Bachinery, plant* constxuetlon* byildlng and 
erection) will work out to about 10 per cent to 15 per cent of the 
total cost of modernisation and rehabilitation Which a cotton textile 
will will undertake. The major portion of expenditure on modefnlsation 
and rehabilitation I.e. 85 per cent to go per cent of the total 
cost will have to come from the funds of the textile unit concerned and 
will be kNjxne by It. Ttms* this modest assistance from govexnoent 
for modexnisatlon of this most Important but old Industry will greatly 
accelerate the process of modexnisatlon which hes otherwise become 
excessively costly and buidensome due to the present high coital cost 
of machinery and constzuction* 
•(310). 
tht fltcftl tf*a«Mnt will not evuilabl* for th« eiettd 
allla* For than m tntlsffly dlflcvtnt a|ip«oteh is tlify 
eitn (Sivl4«(l into ttim bioed e«t«90»l«s«« 
( I ) Such of th« elotod nilHt tvhleti liiv* b«tn fovetd to olot« 
bteifttio of AlManttgiaint but ftsehlnovy and tquiiMAfit I t not 
tmoeoMMiCf «afi ls« woTkod ptojaony with adoqitttto woxtlng eaptttl and 
then gradually nodomioed thteu^b o wtll wotliod out pxosrtino* Sueh 
atlle em be takan ovar by tha @uthori«ed eontfollara ^^intod by tha 
^vezfKotnt or by ^o C^tril f u t i l e Cx^ tpes&tiGn* Homravort In tha 
l>»«iant clmimstaneas ,vaxy faw units would ba f i t for this traatst«it. 
I t is W09«st<Ml Hist tlia Steto Govanmantt nay take oy«r fa«» eloaad 
all ls of tha abova typa tuidar thair appointad autborizad eonttollara 
so as to nxi th«B Sn tha Intarast of eontimttng mapUm^t* 
( I I ) moH b^a olosad • i l ls« sooa of than ara asrtraialy bad and 
hsavSly indabtad* Tha bast ^ r s a viill ba to sail then out thfougti 
con^uXtory or voluntary ll^iditldn so that tha nsw i3«irGhasar e«i taka 
than ovar fsaa ftom dabts and althay scrap than or nay try to xufi thaai» 
i f posslbla* thrcHigh xaconstiuctlon of tha cmpmf mvd tha itAit« 
( l i t ) In casa of both tha abova oataoorlaSf i t should ba also 
posslblo to ask aach of tha good mmtgmmt§ »mmg tha axtstlfiQ Hill 
oimars to taks ovar ona or tm such unita aaeh and tun than sftar 
•arfflng than Sn thair othar oxlatlng » l l l coatpanlas* "nils «dlll 9lva 
tha bsnafit of combatant aanssaaant and coaprahansiva tachnleal guidanea 
»ith thair capacity to baar sona lossas In tha baginning by tha aora 
profitsbla couotarparts of such f iaa . I f a dotan loading iiillaKMnara 
com* forward to do thla* tha problw of 15 to 90 auch » l l l s could bo 
oolvad. 
- ( m ) -
(tv) Item am noern Mills nlileli atv totcliy tmftt to N 
wofliid md tihottM torsppsd* tiM only i«litti«ft of iueh ttUlt f t 
to tUow thoB to T)* «E»^ T|>TD« otthtv W th» pfvtint owittft OR ^ UNMI^  
"folunt^fy ojF coi^ltory lltitildattofi pxoetsftlimft, fhtf wmf bo two 
oplfiloot <2Uoitli»fi of miwtfupiag tot&lly tuiteonoale l i i l l i* 
On* i t tbot In ^ lnt*»t«t of mptoymmtt ntlntiiiwieo of In^Httmtl 
ptoeo ii^ tnm iht ^ Int of vlfWf M^^ ippiKi^  o^uld not 
Ibo tneoiijragfd i t far nu poitlblo* tvlillo tht otMt point « f v l « i to 
tliat It I t Ifiacf^itti^lo to p^on^  faiigo momU of imklle rwvfcnio on 
itlllo Mliieh ott unnoir^y of bolng mm ooofiOKtoAlly on aoeoimt of 
olbioloiNi aiMBhlnfiy* 
SOW! of tho units ml^hi Ktivo to hm mit^ xp^ A t>to«os» I t mill )»• 
lapootlfclo to liHdbllltato Howovor* tlio itiai^y of ^Ifidlot 
looHt tliat em cenppMl l»y s t r i n g oovtaln tmltt In tny Sttt* 
•hould t>o osmafkod for tho t » « »«flon or for tht Mut Sttto to that 
^ ovoralJl aBploifMAt and pxodoetlon In any Statt doot not niffov* How 
ynlta should lio allowad to COM up and oxistlfis tfiitt ht iiieotiraooi 
to ax^ Mid. Siieti of tho oxlatlng unit* iihleh av« allowod oxpantlofi In 
eapaelty should bo tioatsd on stellat llnas at Mafflnel imlts tiylnt 
to aodasRlsa to fat as grant of financlsl faellltlos aft eoneofaoit 
1h* esntral and tho 6tatt GovofMMnts* thstalOrs* should »•• that dy* 
to setapping of tnvlablo unit In any 8toto» installsd eapaelty and 
pMduetlon In th* wapoetlvo Stato doos not gat vodtiead* 
1h« aillla which a>o doing wall should eoiManet woffclfig thitd 
shifts ao sa to absoxb tho «iOfksvs tmAwA un«Kpleysd ^ to ths 
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closed mills. The Presidents of the Mlllowners' Association should, 
therefore, be requested to consult their colleagues in the industry 
who should be persuaded to sponsor the tunning of the third shifts in 
their mills. This will help to absorb a sizable number of workers of 
the closed mills as well as surplus workers of the modernised mills. 
Weaker and uneconomical units should be given tax incentive to 
A 
amalgamate so that operating unit may become of an optimum size. In 
— « 
this connection the following tax refoxms are suggestedt 
(a) the gains arising to the absorbed C(Hnpany on a merger should be 
exempt from tax if the entire assets and liabilities of the absorbed 
company are taken over by the absorbing company at book values and the 
business is continued; 
(b) the gains arising to the shareholders of the absorbed company 
on a merger should be exenpt from tax If the consideration is represented 
solely by shares in the absorbing company) in any case, the tax thereon 
should be deferred until actual realisation of the gain on the dissolution 
of the absorbing c^panyt 
(c) the clouds of mystery hanging around the .tax provisionsl-elating 
to corporate mergers should be cleared by suitable amendments to an 
authoritative interpretation of lawj and 
(d) finally, in line with other countries the tax laws of India 
should provide incentives for fostering healthy and desirable concentration 
of business and industry, leaving the task of curbing restrictive and 
monopolistic practices to the pezmenent statutory commission appointed 
by the government. 
-<313)« 
In addition to this various tax aide that can be suggested tot 
inducing savings for development include minimi«n flat sum exemptions, 
low rate on smaller incomest accelerated depreciation* a United tax 
free retention of earnings for expansion or other capital needs. The 
Indian tax system has combined all these features which, in effect, 
lowers the incidence of taxes. 
In the first instance* a tax holiday at the rate of 6 per cent 
of the employed capital of the undertaking is available to new industrial 
undertakings established after March 1948; and big (with a 
paid up capital of at least Rs. 5 lakhs) established after March 1961, 
for five successive years frcm the commencement of production* This 
concession is available also for the expansion of the existing concerns 
upCo 6 per cent of the capital employed in the expanded activity* 
Dividend declared out of profits so exempted is also free fxm income 
tax in the hands of the shareholders. 
Secondly, companies are entitled to the normal depreciation 
allowances on plant, machinery, furniture, buildings, (constructed 
after March 1961) for the residence and welfare of the low-paid staff* 
Besides this, an extra shift allowance equal to 50 per cent of the 
nozmal depreciation is allowed for the period for which plant or 
machinery has worked double-shift. The allowance goes up by another 
50 per cent if the plant and machinery works triple shift. 
Thirdly, companies are given development rebate, which is in 
effect a deferred governmental subsidy by way of tax relief, with 
respect to capital esqpenditure on new ships, or new machinery or plant. 
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«i|i«ftl)|r • f)t*t«»ttMd p«>e«iitiig* of ttit •3Kpiiidltutt» vwrylng 
buimvm 40 eflnt mA IS p*9 tmt diduetttti* IJI fh§ y»me im&mm 
In ea^puttng tht totil ineon** Tbtt Mbat* t* W 9 md abov* th* 
dipmlatloA lAd •sf^A iMft stlow»iai m tlitti tht tot^l «wiittt 
e^ttt th« I I I * of th« <{^ml«t>l« atMt i»hl«h 
dmlopMlit irel»aU I t thm 100 <Bint» fo» •ie«9>l««lii ilw ««•• 
of tiilpt it I t aljont 140 ««fit. 0iv*lo|9ii«iit allewMft l « 
iivailabi* to %«§ Inauttify for plantation in oaw atoaa and v^lmtatloft 
of #10 <lfiad biiahaa at tha rata vfmyin^ tatwaan 40 and SlO pat eant of 
tkA aetiial coat of plmtlng ot taplantlng* 
l^fthly^ «I1 tawaiuia osqpanditafaa Ineutxad ^ seiantlflc 
voaaafoH xalotad to tfm fHielnaaa art allowad to ba da^tad fto«i tlie 
tasiabla pxofltti whlla tit* oapital aigDandltet* on aetantifte t*s*ay<^ 
~f*l«tad to tha buaSnaaa la allowad to ba amovtlaad at tha rat* of 90 
per eant ovar a parlod of fiv* yaara. 
Fifthly* loaa aoatalnad tmdar on* bead of Snoona can b* aat off 
agalnat ptoflta undat any tiaod and that only tba iitt Ineaiia la taxabl* 
t f tba psoflta piova Inmifflelant for thte ptti^aa # tb* loaa oan b* 
carrlad Ibtwai^  and aat-off during al^ht anocoadlng yaara* 
Slxtblyt for proaotln^ •Mport-ofiantad Indttatrlaa, tax oon«*aalona 
ar* giirm to Indian eaiqdaiilat In ra^pact of •upandltiit* In^nrad far tb* 
d«r*lop«ant of axport m ^ t aoeb aa publlelty or advartlaaaantf obtaining 
»asli*t Sfifomatlont dlatributlon of go*da or tha fialnt«iiiiie* of bran4b 
offleaat outalda India. Tha d*dyetlon ao avallabl* la aqual to ona and 
ona t^hlrd tlMa* tha aiwunt of aiieh atpandltura Ineortad during th* 
pravloua y*ar» 
B«t|d«t thtM tpt^iflo tm eoiie«t«t6ntt tlitv* tt* ir«tlou» 
tamiM of eytdit e«7ttll«tt«» liiieh at* «ir«II«b|« wty 
« f «(S|ttt«Miitf a9«Sfi«t tfs liability ot « eatUi vafundl. 7h* 
of thtta aehiiiaa la (a) to atlwilato ^fotfuetlon of ^>aolf|ad axolaat»lo 
gooda aueh aa ei«ant, n«iapflntf eatiatio aotfet aoda aith ami oavtalfi 
cataQoylaa of |>af>atat (b) to tnefmra^o oiiantiolling of f*aett«e«t fo» 
tlia mtpmnim Iniluattlaa aMntlonad In flvat aoliadol* to tha . 
lAtSuatjrlaa (Oavoioi«int md ltagulatlon)Attt I95it m6i (o) tha ^ l^ t ea l 
of IfuHiatrlas itm oi^aii ayota* 
the at^aatlofi to JMduea tha tats bimlan and fast |iie«itl^a for 
Sfitatni}! Bavins* fir* daalgnod to vala* tho piof l t i^l l ty of e^ tpowBU 
**§to» ao that It mxt ulttoattly feoeeii* a poaltlva oonttltiutoif In th* 
national flow of flmda* Pwm th* ipotot of v|«iir of aoelallatle pattaxn 
of aoelaty» a talativ* Inesaaaa In pfoflta la net naoaaaarllY th* aoaa 
ta m Inovaaa* In tha Inequality of tha dl«t»lhiitlon of lneaiia« fhia 
Inoraaaa la «anaxally aaaoelatad with a com^^ondlns docllna In tha 
talatlva lapoitanca of Incon* fxo« tmU 
in auggaatlng th*aa tax eonoaaalefia* ona imat ear* that 
unllatrlliutai pxofit* tiwuld not Iit0f*aa* th* Idl* v*a»x¥oa of th* 
eoiporatlon* thua wOuclng tha aupply of loanahl* f ^ a In th* «oonovy* 
InatMieaa ax* not tax* IAMX* th* eoipo^atlona hav* IndolQad In ^saeolatlon 
In ahatoa and iinn*o*aaaxy hoatillnt of Invantoxy antltoly on th* attangth 
of lnt*inal x«**xv*a« In oartaln »ap*eta« tha *h*axding Inatlnet* 
•f tha coxporatlon la not auch diffaxont fxon Individual and in thia 
way tha flatda that nay aoeymilata imdax' tax eoneaaalona oon h* utlllaad 
for unpxoduetlva |nifaata«nt* 
•(316). 
Sam fwMtf^tt tiiv* iUmn th«t «ofpotat« nafiaftcMint 
would t«nd to MM iifidl«tHl)ttt«) profits with l«tt «iy» thiol thty would 
with e«pt««I MiMd «jit«inelly« Gidiltiit* esa im tema f «r • l«wtx' 
pxodiietlvtfy ot • unit of ctinvoittd pxpHU fig«latt « unit of •xttnitl 
eapttat*^ t t way li^eit that lUtlhtv «s^«fitlen of oxtstlii^ 
oexpoirailofi I t not In tht teeltl MM} oeonoMlo odyfiifiwiiit of ^ 
eotmtxy* ttuif* cacoe^ i t iioul4 thtn b* dttitabl* to ditfmirag* 
th« Intfinal memuUUm « f fiimii and oitposo th« coi|)oratle» to th* 
taat of e^i ts l fsaxicat* Statf should hgtp* » dogsitt of contiol 
tht tttt of that* funds* riaeal naasuraB eonatltiitlfig ona ai|»aet of 
conti^I daairsd to tapilata tha flow of funds* 
^ finplainsd aeYlla^t pfovlslons tt » t«it laws 
fot oalf f|na!toln9 of aeonoaiie dotral^aiit* fliasa Inoantlvoa sfiould 
salaeUva and cooeatn a 0lvan saetoir «hSeh is of apselal tntatast In 
tams of aconevie aettvlty* Fov Instweat in Kaw Zaaland* ulnlnsi <ofpo* 
ratlona ara assaaaad on half of tha divldand dtstfllbutad. In l^anost 
va»lnvasl»snt of ptoflls of ooxporatlflns angagad In oi l irasaa»eh avo 
axai^tid fxott IneoBa tax* Stoilar|y« |n itost of tha ^fopam o^tsiast 
«Aileh ara in tha eatagoty of dot^ aloptn^ nations* Miporatlons havt 
difficulty In finding tha Monay thay naad on tha oapltal saxftat and 
salf-flnanolng Is tha only possibility ^an to th«s to npmd tholv 
aetlirltlas* thuS| by and lasga salf-flnmeln? of sntatpvlsas pl«ys a 
BOM lapoyt^t sola In davaloplng aconottlas than Mnay obtalnad ftoM 
tha stock oarttat md tha banks aalda fKMi public invastmsnt* 
I* McKogh P* ionghllni Tha Oo«oio|«ant of Historical sanas on aoitteas 
and ttsaa of eovpovata Funda In Canfaraneo on fiasoarsh In fiualnaas 
ylhanoa- National mitaau of EoonOKlo KasasYOht Naw Voxki 
Thittf ^ tnK |»f0vt»loiit 9«fitx>«Uy ehvis* tt ^ dtff«7tiit 
• t ^ i of mmmU At tli* *tigt 
Inetfitlvt I t pmnriaad for tht «e»aMilatioa of pfoHti Ne«ittt Uttm 
l i no l90tti« •oum of oii>it«l «valttl>lt tn tfm •tmm^ vMU thoro 
ay« natyral jrowuveos, «ht oi^loltatloti of which ftqotrtt 
Inv«tte«fitfi* Thl» Ift ih« etso lAitro tlio butk of oeoAMilo «oi|ifttl«s 
ii:ro oorHfd on in ufs^anlMil OMtor ma tht poMtbllltf of tysntfoza** 
tton of ea|»ltal itm tho otganittd towiORla t N unoxf^ltad stotoir 
oxitio. Siioit olidlmtion of funds. I t I t toeallotft etoifot iai>t<it»tiitt 
to tho powth |»ioe«tt. 
Slit « t0t dltertotnatl^ In fmmt of UA^Itttilmtod 
pmBt la tRi9ftstotft thtra I t otfd ^ t tiieh tavifigt tiittt bt lovotttit 
ttvlctly In aeeoxdifiet with tho teonwle ptm f»NM« fey tli* 1»l«niilR$ 
Cnmlstlen* ItMxo id l l fioai to ottablltt) » atatutofy body to t ^ o 
eato of auet) InvtttaMOtt* Por thit puxf>ott» tttsbllshiiefit of tht o f f let 
of tht Qwttielltip of Capital or an oiti^ anttofi ftn tht netlvltltt of tht 
pttttnt oontsoiitr of capital itautt on tht lltitt of Swtdlah lioyal 
Labeiir Matiitt Board la tuwitsitd* Hit Main and Ibtoad Hmotloiit of ^ t 
Boavd I t to att tht ImvattiMnt of flmdt* 
Tht cotton Ttxtllt m i l t will tot tllowtd to aecuwitlttt t t » - f t t t 
Mstfvt* A vaxlMit ytarly aawunt whloh can ht att ttldt hy a f lx » t t 
Invtttatnt rtatnrt aniat bt fixtd. I t I t 40 pt» «ant of opttating 
Ineoiit In Swtdtn* tn tadltf tht tvart^t of f l v t ytart or tht vttt ln^ 
piofit tt ptfctntagt of tht piofit htfort ta» I t tbottt 20 otnt. 
In vltw of tht dtvtlo{»ant «id aodtxnlaatlon pxogtmm* m$ tht ratt of 
capital tomatlon i«hlch I t tnvltagad In tht Fivt Yttr pltnt> In aiy 
opinion 40 ptr oant of optrtting Inesst etn bt t t t f t llalt* At lottt 
90 ^ t tmt of addition to tlw tmrtsfKiiit r*t«zv« Miit 
4ipo«lt«tl In i f ts l t l teemmtft wl^ tht Bank of India* Ttits* 
dipotit* will titif no Vito of intoMst mSt « l l l b« Moekid until i l l 
or pai^ of thf Mseivo l » pto^erly uiti* 
tftvosliifint mtxvM fttty ht allo'Mtd i|>ply tiie»ft«t « i t * » 
ptfal««lon fot tholr as^llcatlon bat b««n oMttlAid tsm Oemttolloi* 
of Cipltal* Induciiiifit to tht tMplovffitnt of Rt t tm mtf bt olvtn In 
thft foiw of feonot tm m ^ U for t i l tadi lfnrttl»inis th«t h«vt bttti 
iQ^lltd idth tlit eontmt of ttit Oonttolltr of eapltti* A |»antlty 
mvf fet im td aotlnft l l l tgt l » t t of litvtitKtnt ttsttirtt* A fiu»l>#r 
of tddltlonal t^^imlctl rtflnwmt ean N dmrlttd with • vi«w to ntliliHi 
this rtturv* ttoxv itttfbl for teonotiU dwrtlopitnt* 
InvoitnMt ftttxvt that wilt aeeuMtlatt with tht Itoatmrt Bank 
of Siiidls ^11 hsvt ttvtral advsAtogtt. f lrtt f I t will l i ^ t t a |>o»|tlvt 
ohtdr In thott eatts whtra tindlttrlhiittd profitt Inttted of Nilnti 
rflnvttttd btOMtt Idit ttitrvttt and tio without adtcptatt pettlhllltitt 
isr tht tax tdalnlttratlon to atetxti^ whtthtr or not tttttvtt art 
liittlfltd. Hilt will taftdttSTd tht Oft of egtlfitt t|itei>latlo& 
and hoatdlng of lnvanto>y« FlntllVt Inttitoeetporatt Invtataitnti can 
alto ht biou^ht undtr tht Jurltdletlon of tht c^t iot l tr of Capital 
IttlMt* 
AeoiMtlatlon of frtt tavingt thsoiigh ttx Inetntlvt hat httn 
tiytporttd tor wodtmlaatlon for a varitty of rtatont. Ont of tht batio 
atet of ntalnfld profit la to tnablt tht hiitlntii to withstand ttttoAtl 
rtactlont» tht thoel( of fcutlnttt dtprtatlon» and tht vltltaltiidtt of 
bfotd toclal Movtianta. I t altoaddt ^raatly to tht ertdit potltlon. 
Hit leeiMtlatloii of fvtiliit^ it Uftttlly ttkm m ltiatett|oi> 
of pf«>gttMt wliteh Itiettatst Mount of tho ittliliiat tqolty 
tiotpt to nakt tht eonptny • 9OTMI orwilt »L«lt. A itsHo dliriaitfid policy 
It fieiUtAttd hf toialDttf profit boeautt I t It pxottotod 
fluetititloiit In ttxfilfiQO ana tt tht tMO ttot iMtlpt In toll«ltln0 tUt 
of ^tz«lioldtt« for t<}tfltlontl ftiittfs* ffhllt tht mtmUm of a 
poftlon of oasningt tn ttit Ntlf it it m f^ not ]N|»3rt8fRt any tlsnMo «m»»t 
of aiKfltlontl oi^ital In c glvtn ytw^ thf seomulttlon sty <itilt« 
t«l>oitint w t i 10119^  pfflo^ of t|»#. plottghad-NeSi tmcpltit n^ll 
ffocio#ntly ptovl4* ftoto witfltlt^al eaplt«l then I t obittntd ^itoofli 
ttw sal* of ftiii tMttxItlot. Alto fmtft neawtltttd In ^ I t 
iity !»• Dttd to l l^i ldt^ lndil»tidn«tt of • coepgny* 
tilt xoit of Ifittifiol flA«io« hat ttw» btiii lilQhIlQtittd In tht 
ttiNly to ttf«ft9^itn th* eipltal ttz^otiiro of tbt Inditttiy* A ttton^ 
tqiilty l»ato ptovldtt tht cuthltn ^at tbtoalM lotttt and dtellntt In 
tht valut of atttlt.^ 
llortevt»» tht fiowlns tutplut teeeunt I t ittttaUy ttkm at an 
lnclleatl«m of pfogrtat nAileh tnhanett tht tqfulty and ailttt Hm eot^tny 
• oftdltwoxthy. Stcondly* a ttablt divldtnd i^lley I t faellltttod by 
tht ttgular acetMilatlon of rtttivt* Ktf eonbinatlon of oood ettdit 
rating and ottabllthtd divldtnd tteoxd tddt to tht atablUty and 
tndttranet of tht eoxpotatlon to l>tar tht tconoKle fliwtiiatlon. 
fht * flo«tn9-ln* psofltt la m laportant maxf of tapantlon. 
It proKTldtt iiort additional eapltat than It ohtalnad thfough tht talt 
of nt» ttcurltitt* Alto yaltad In thit aianntt May ht uttd to 
fttlrt dtbtt to tht and of having a ciwfiany frtt of long^ttia diAyf* 
fi«ttin«<l «»iiiifigt lisv« gytst^t tlontfleime* f «r iwtil «oxpoirttliin« 
or th9 «}ne«tfit with m imfojrtintatf ftfimeldl fenek^towi^* TiMtt 
wtoui«M e9netltiit« only pmettesl ntatit of finifielfis ftowth 
ot of MllwifH} a lo«d of prior «#eiitttltt« 
6iaiil«tlyt (snyfhtng tttti lii|>tewo« fho posifton of tlw t m ^ Y 
iiii»t f«90uir«bly afftet ^ t pofttlon of ilittihoUtM* Sotoxfitl aeouMiloi-
tl<»i of pfoirldiw n gvftftttt tt9«l4iist fatl«»*» Hw 
v«lu* of tfhms «^ytot«tft th« liufKis eofitliiti»» to mmmUf* Tito 
fotintlofi of iuspltts lt.9n act of im*t p»»foi&ano« and tt fo 
otfifigtliiii pooltloA of empmf 9t wolt 8t l i t fhatiholdttt* 
B«tl<St«» ttt«ifned t)ciislfi0s inetoato • fliM*t iitt iioytli and 
lofh • dfvleo of ntM t&AtneSf^  an<} « togtoai eotiftt of Mtteo to xtdtieo 
tlio eumfit isnydtn wfitn iolv«neir I t tfurciiiiood* 
PliHh0ie!07d« In ^ t o di«yi ecmpany taacctioA hti roeehttf 
• htu>» tivol «fMl costo m^ pHoot hav« tnotaoitt tistt thoro^ 
•nhanetng capital xftpttiatRttt It hti iNH»)ti« titeotttvy to eoottfiro 
arotouYctt to Mpiaewtnt and tiqpifitloA md ptovldo fot 
centliioinelaa, it>t policy of rotalfiaii oazniiifi vaflo* In ol^lowioo 
ffo« ^mpm to empmf dipaoding uptn tlio iltuatlon oHalnlfiQ In • 
particular ceapaiqf. 
Mortovari rotalnod oamlng la oria of tlio aovorat foitm of oqulty 
fliitfielng *dtleh la conaldtrad slatakanly aa a coat Muttet of fimda* 
Ttm ixact Mount froi this nourea la an outeoaw of tha rtlatlonablp 
batwfin not profits m& divldanda ma rttalnad aaxnlng pollclaa of a 
eeap«ny. Coapanlaa retain varying pioportl«nt of •amlAga ttm yaat 
to ytar tM a earaful eti»dy Mty mvtal a pxonoimtMl cyotleal pattaxo of 
f*t«n%ton» F r^ MIM eoMptfilM of •atnlnQ* t«lLt« ttif 
iem of « «tll*aee«|»tad poliey gltheugti iueti r#»|iKr*«lMiit tiapattntly 
dot» mt Ibost my s«lfttiofi to tht pxotpootl'^ o votiitn of> UswtHmmt 
liPM yoar to ytir* 
Heroovoi?, sg-lnvostuMt of t«fntfi9« ttml to Inetoato tht 
totum tm p«r that* ai niKbar of idiiita* »«i«Sii« tht iiM* jPojr 
«hla vtty ««8iefi tho i>ottl«i|»it|ofi In gmifh oiao tmUm snafftotid* 
But tbt fo-lnvoaMit of tamlnga by a eoi^giiy ^ t t not anaiflro « 
coNparativaly lafstr i ^x r i i at Hia tianda of tha caa^ tmy ^an t i tht 
oai* so^nvaittd l>y thatalioltttn ttkoaaalvta tlaawNft* IHa 
ratantlofi tamlAft la m Involuntaiy foaa of invatHMit hf llio 
* I 
oanata* 1lia»a#oiN»» tDt aignagiaMnt ougilit to vtiw l^a Ifurtataaot In a 
paftleulat lualfiMa a^ ont of atirtral Invaataant o^Hnfitttoa ^pm 
to tilt atoek holdtYt* flila Ita^a out to tiw oonoapt of *Of^tfijfitty ' 
coat* i«ileh ali^ly «a«na that **«irtvy Imaatiitnt, Inelutlliig fi^load 
taxnlnfiat vltwad In lOila wayt hat Ita anportonity 4»>at In ^ liioaat 
ioytsont by not invaattng in altamatlva icnrtat«ant opport»filt|oa of 
«la>lla» quality «id tiak*. 
nnally* In Itaa dtvtlopatf tconanlttt eharaotttlattf «lth hlfi^ 
ptoptnatty to eontiaMi» lotalnatf aamtnga by toualntaa itiil^ la auppwaad 
to havt higih piopanalty of tatrln^ai hat lapovtant plaet In ttm naUonal 
vata of eapltal foaatlon. At piraaant eofpomt aavinga (fo not txeatd 
t p*t eant of tha total national aatdnga whioh I t <ioltt lew at conpaTti 
to 0«K» «id Monet, tha Mtatora* that id l l anablt tht oottan 
ttxtlla Indiiatty to xoaeh tha ataga of ttlf»flnaiiot nay pmvt to bt of 
lawanaa tignlfle«tot* 
f^^m m.mmm' 
?ht DVoettM of Mito^flnanett fHcniQh a ]M»t«nt Hut&t ot etoirth, 
ein not l»t hdtiinwS. th* •ibility of th« Induatiy tot mto-'flnm^ i t 
to bo Inefoatfd tbtoiish i!3onot«ry m6 fiteal trsd obovo t i l tnr 
tbo offotts of tho iiHhittf^ Ittolf* Slfi pf09t«i»ts of iio«loimtttttofi 
em not lifuioitafcoi) tt^urough intornal foeoiiireot slen*. Iti* fovliw of 
tho cottOTi tOKttio tndustx f^ ^Oftfoto, ifarawt.afi Inovltablt concl«»lo« 
th«t tho gmm6 ^ ouH fco elooirttl for isodomlsstloii end o ct»en9 !»«•» 
Iw pfoptvadl fot ttif nftnefatlim of tht Ir^stty* In this eonn«etlo»t 
•II «ht ototi nl l l t l»t tftfctn Gv«> ^f tho ftttlonal toxtllo Cotporstion 
ami tbt aiftllov vnttii oust l»o tomi^ht to <^tlin»i otso Isy « r>t09v««e 
of mtlgmiktim to wt^stand tht buelon of ftOdoxnliMition* Sn tho 
)3)jr«llalii«iry otifot of tho unMlofntattlon psogramof wuch of tho flniifieo 
•houid he ^mttid hf ^ oxtomal ogoiiolot. A^aiftf Hio oatatollahaint 
of *Gotton tixttlo ROhobilltstlOA Moaotfiloattofi C0«i>0;r«tl0A* 
adit function •• • ouatdim to look oftor iMMSoxnIaatlon* 
(Mieo tho |BO<iofnloatton It Inttlitod by oittosital oaalatancof tho 
Induatyy wItt hoeoKo oolf-aufflolint In cotouicos thfou^h Iftevoatod 
pxoduetlvity and ptofltabillty* SCMO tait eoneotilont oto oaaanttal to 
mittall goatatton parlod of toachSng tht stago of «uto»flnanco« I t la» 
thovofoxo* roeoHaandod that tho Cotton To»ttto Induatty ^wifld bo doeltvad 
a *l^norlttf Induatty* tmdor tho Indian tncono Tax Aet« fho Induatty Any 
alao bo glvan t i « onoif^tlon on yotalnod ptoflta, Tho aubaldloa and othor 
tilt eoncoaalona ohould ba wlthdronn aa aoon aa tho Induatiy boeoaoo 
oeonoailealty vlablo* 
.•ii..,i..i..i..ii.in.i.iii.-»ooO»e"" 11 1"' 
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